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PLEADINGS AND FACTS

As declaratory judgment plaintiff, the appellant

brought an action under Title 28, United States Code,

Sees. 2201 and 2202, to have the registration No.



304,644 in the United States Patent Office of the trade-

mark ^^WILLAPOINT" in the name of Willapoint

Oysters, Incorporated, for canned oysters declared

invalid and void (Prayer, para. 1, Record page 6), and

to direct that such registration be canceled (para, (a).

Record page 42) in accordance with Section 37 of the

Lanham Trade-Mark Act of July 5, 1946, Title 15,

United States Code, Sec. 1119.

In addition, on the basis of the interference of ap-

pellee Willapoint Oysters, Incorporated, with appel-

lant's business of selling canned oysters in interstate

commerce under the trade-mark WILLAPOINT
(Complaint, para. 4, Record page 4, and Complaint,

para. 6 and 7, Record pages 4 and 5), appellant re-

quested a declaration that appellant's use of the trade-

mark WILLAPOINT did not violate any trade-mark

or other rights of appellee Willapoint Oysters, Incor-

porated (Prayer, para. 2, Record page 7), that the

appellee Willapoint Oysters, Incorporated, did not

have the exclusive right to use the trade-mark WILLA-
POINT (Pl^ayer, para. 3, Record page 7), and that

appellee Willapoint Oysters, Incorporated, had no

right to use the trade-mark WILLAPOINT or to au-

thorize others to use such trade-mark on or in connec-

nection with food products other than those obtained

from Bay Point Oyster Farms, the appellant (Prayer,

amended para. 3, Record pages 13 and 14).

Also, a preliminary injunction and a permanent

injimction against ai)pellee Willapoint Oysters, In-

corporated, and its privies was asked, prohibiting ap-



pellees and its privies from accusing appellant's cus-

tomers of infringement of the trade-mark WILLA-
POINT (Prayer, para. 4 and 5, Record pages 7 and 8)

and prohibiting use of the trade-mark WILLAPOINT
by appellees and its privies (Prayer, para. 9 and 10,

Record page 14, and para, (b). Record page 44). Fur-

ther, a judgment for damages and costs against appel-

lee was requested (Prayer, para. 6 and 7, Record page

8; Prayer, para. 11, Record page 14).

The general jurisdicton of the District Court for

granting such relief is based on the Lanham Trade-

Mark Act of 1946, Title 15 USC, Sees. 1051 to 1127,

and especially on Sec. 1126, sub-sections (b), (g), (h)

and (i), so lucidly discussed by this Honorable Court

in the case of Stauffer et al. v, Exley, 184 P. (2d) 962,

87 USPQ 40. Despite lack of diversity of citizenship

and lack of any allegation of jurisdictional amount,

jurisdiction of the Court was found in that case and

is present here on the basis of Title 28 USC, Sees.

1337 and 1338 (a), because of the interference by ap-

pellee with appellant's business in interstate com-

merce under the trade-mark WILLAPOINT here in

controversy.

This Honorable Court has jurisdiction to reverse

the judgment of the District Court on two grounds:

(1) The District Court improperly dismissed with

prejudice appellant's cause of action against

appellees (Decree, para. 1, Record page 78),

being a final adverse decision appealable un-

der Title 28 USC, Section 1291.
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(2) The District Court granted a judgment

against appellant on the cross-complaint of

appellee (Record pages 17 to 27), which de-

cree was stated to be final pursuant to the

terms of Rule 54(b) of the Federal Rules of

Civil Procedure (Record page 80, para. 7),

rendering such decision appealable under Title

28 use, Sec. 1291.

STATEMENT OF THE CASE

This case involves a controversy as to the owner-

ship, right to register and right to use the trade-mark

WILLAPOINT for canned oysters and other food

products, as between appellant Bay Point Oyster

Farms and appellee Willapoint Oysters corporation.

In 1928 appellant Bay Point Oyster Farms was

formed and promoted by Mr. Gerard T. Mogan for

the purpose of growing and selling oysters in Western

Washington. About a year later this same promoter

formed and promoted a companion oyster farms com-

pany known as Willapa Oyster Farms, and Mr. Mogan

was president of both companies. While initially Mr.

Mogan owned half the stock of Bay Point Oyster

Farms, he ceased to be majority stockholder of this

comi)any at least as early as the spring of 1930.

While he was president of appellant Bay Point

Oyster Farms, Mr. Mogan conceived of the trade-mark

WILLAPOINT to be used in the sale of oysters, but

there is no record that Mr. Mogan ever used this trade-

mark in his personal capacity.
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The first use of the trade-mark WILLAPOINT in

the sale of canned oysters was made by appellant Bay

Point Oyster Farms, and such sale occurred in Octo-

ber 1930. By virtue of that trade-mark use the owner-

ship of the trade-mark WILLAPOINT was estab-

lished in Bay Point Oyster Farms.

Mr. Mogan believed it would be desirable for the

two farms companies which he promoted to cooperate

in harvesting and marketing oysters, and on October

22, 1930 signed articles of incorporation for a pro-

posed service company given the name of appellee,

Willapoint Oysters. The articles of incorporation

were filed October 27, 1930, and they named Mr. Mogan
and two others to serve as trustees for the first six

months. No stock was issued in the company during

that period, however, and, in fact, not until August

1, 1932, at which time nearly half of the stock was

issued to each of the two farms companies, a small

amount was issued to Mr. Mogan, and some stock re-

mained in the treasury.

Despite issue of stock in appellee Willapoint Oys-

ters corporation on August 1, 1932, the first stock-

holders meeting was not held until July 1946, and

proper directors w^ere not elected until July 1950.

The principal question in the case revolves around

the iJurported transfer of ownership in the trade-mark

WILLAPOINT from Bay Point Oyster Farms to

a])pe]lee Willapoint Oysters, as found by the Trial

Court. Such finding was based primarily on the pro-



ceedings attempting to register the trade-mark in the

United States Patent Office.

There are no corporate minutes or other records

establishing any transfer of such ownership. Despite

the first use of the trade-mark in October 1930 by

Bay Point Oyster Farms, which established its own-

ership of the trade-mark, Mr. Mogan in November

1930 caused an application for registration of the

trade-mark to be filed in the United States Patent

Office, stating his belief that the trade-mark was

owned jointly by Bay Point Oyster Farms and Willapa

Oyster Farms. In this application no mention was

made of appellee Willapoint Oysters, although the

certificate of incorporation of this service company

had been filed with the Secretary of State of Wash-

ington and the record of sales of oysters for Bay Point

Oyster Farms were being kept in the name of Willa-

point Oysters corporation as of November 1, 1930.

Since no stock had been issued in this company and

it therefore could not engage in business under the

Washington State Law at that time, this was simply

a bookkeeping convenience. All expenses of the oyster

sales operation were charged to Bay Point Oyster

Farms and all receipts were credited to Bay Point

Oyster Farms in these accounts.

The Patent Office refused registration of the trade-

mark on the joint application in the names of the two

farms companies, and in November 1931 Mr. Mogan
filed a substitute declaration stating his belief that

Willapa Oyster Farms was the owner of the trade-



mark, but that Bay Point Oyster Farms had the right

to use it, but that no one else had any such right. No

mention was made of appellee Willapoint Oyster cor-

poration in this substitute declaration.

In November 1931, at the time of such substitute

declaration, however, Willapa Oyster Farms had never

used the trade-mark by itself, and the two farms com-

panies were engaged in the sale of oysters as joint ven-

turers, using the name "'Willapoint Oysters, Inc.'' on

the labels. At this thne the term of six months for

which the first directors of Willapoint Oysters had

been designated had expired, and no stock had been

issued in this corporation. The company, therefore,

was still not authorized to do business under Wash-

ington law, but was merely the business name of the

joint venture under which the two farms companies

were operating.

The two farms companies financed the harvesting,

canning and sales operation of the joint venture in the

marketing of oysters, and this relationship of the two

farms companies under the business name of Willa-

point Oysters corporation continued until the summer
of 1950 when this joint venture relationship was re-

pudiated by the officers, directors and majority

stockholders, of Willapa Oyster Farms. Throughout

this period during which the operation was financed by

the two farms companies book entries of profits and
losses were made on the accounts of such two com-
panies with nominal dividends being paid to the stock-

holders of Willapoint Oysters corporation in some



years. The conduct of the business was directed by

joint meetings of the boards of directors of Bay Point

Oyster Farms and Willapa Oyster Farms up until

1946.

The Patent Office refused registration of the trade-

mark again on the basis of the 1931 revised declara-

tion of ownership by Mr. Mogan on the ground that

there could be no divided interest in a trade-mark ap-

plication, and that this application showed Willapa

Oyster Farms had not had the exclusive use of the

trade-mark. A year later, in November 1932, Mrs.

Steinhaus, Mr. Mogan 's secretary, signed a second

substitute declaration in Mr. Mogan 's absence and at

the request of the patent attorney, Mr. SproU, stating

that she believed appellee Willapoint Oysters cor-

poration was the owner of the trade-mark. She signed

this declaration as secretary-treasurer of Willapoint

Oyster corporation although it had no properly elected

officers. Again registration was refused, this time on

the basis that an attempt was being made to change the

name of the applicant entirely and the examiner sug-

gested that if Willapoint Oysters, Incorporated, was

then the sole owner of the trade-mark a new applica-

tion for registration could be filed.

A couple of months later, and almost immediately

after a joint meeting of the directors of Bay Point

Oyster Famis and Willapa Oyster Farms, a new appli-

cation for registration of the trade-mark WILLA-
POINT in the name of Willapoint Oysters corporatio]i

was filed. Nothing was said at this meeting of the
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joint boards of directors regarding such new trade-

mark application, and, in fact, the record shows that,

except for Mr. Mogan and Mrs. Steinhaus, none of the

stockholders or directors was aware of the efforts to

obtain registration of the trade-mark. Mr. Mogan
was prunarily interested in securing registration of the

trade-mark and showed no evidence of concern as to its

legal owner. As a result of this new application the

trade-mark registration in the name of appellee Willa-

point Oysters was granted on July 11, 1933.

The Trial Court held that each of these successive

declarations by Mr. Mogan and Mrs. Steinhaus con-

stituted an evidence or indication of transfer in owner-

ship of the trade-mark, but there was no attemi)t at

any tune for Mr. Mogan or the board of directors of

any corporation to effect such a transfer or assignment,

and all the declarations were simply self-serving dec-

larations of opinion inadmissible as proper legal evi-

dence. Nevertheless, on the basis of such declarations,

the Trial Court held that the title to the trade-mark, in

some mysterious fashion, passed from Bay Point Oys-

ter Farms to Willapoint Oysters at some time prior

to the actual registration of the trade-xnark in the name
of appellee Willapoint Oysters corporation. How it

passed, or when it passed, the trial Court was unable

to determine.

Although giving weighty importance to the self-

serving declarations of opinion in the applications for

registration of the trade-mark, which were unknown
to the board of directors and stockholders of Bay Point
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Oyster Farms, the Court gave no weight whatever to

a declaration before the joint boards of directors of

Bay Point Oyster Farms and Willapa Oyster Farms

at a meeting held on December 9, 1933, at which Mr.

Mogan stated,

^^ Trade name has been patented and we have the

certificate."

If the prior declarations are of any significance what-

ever surely this additional and face-to-face statement

of Mr. Mogan should be evidence of passage of title

jointly to the two farms companies or to the two farms

companies and Willapoint Oysters corporation. The

Court, however, failed to make any such finding.

Since appellant Bay Point Oyster Farms was not

divested of title by the declarations in the applications

for registration of the trade-mark WILLAPOINT,
ownership of that trade-mark remained in Bay Point

Oyster Farms. Use of the trade-mark in the joint

venture business of the two farms companies subse-

quent to the summer of 1931 was on the basis of an

implied license. When the joint venture relationship

was repudiated by officers and directors of Willapa

Oyster Farms, such implied license terminated auto-

matically, and thereafter appellee Willapoint Oysters

had no right to use the trade-mark.

The registration of the trade-mark in the name of

Willapoint Oysters was granted because of the incor-

rect statement as to belief of ownership in the applica-

tion for registration, and such registration does not
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establish ownership, which circumstance was recog-

nized by the Trial Court. Because such registration

was obtained improperly, the Patent Office should be

directed to cancel it. Also, because of the termination

of the implied license, appellee Willapoint Oysters

corporation has no further right to use the trade-mark

and an injunction should be issued against such fur-

ther use.

Subsequent to termination of the joint venture re-

lationship appellant Bay Point Oyster Farms resumed

direct use of its trade-mark WILLAPOINT on oysters

sold in interstate commerce, filed an application for

registration of such trade-mark in the United States

Patent Office, and instituted proceedings to have the

trade-mark registration of appellee Willapoint Oysters

corporation canceled. Later Willapoint Oysters

threatened customers of Bay Point Oyster Famis,

greatly interfering with the interstate business of ap-

pellant, and thereupon appellant instituted this suit,

seeking a declaration of the ownership of the trade-

mark WILLAPOINT in appellant and an injunction

against interference with its right to use the trade-

mark by appellee Willapoint Oysters corporation and

an injunction against continued use of that trade-mark

by such corporation.
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SPECIFICATIOxN OF ERRORS

Most of the errors of the Trial Court reside in his

misconstruction or misapplication of the law on which

the various findings of fact and conclusions of law of

the Court are based, although there are some errors

of fact, and additional errors resulted from failure of

the Trial Court to make findings of fact or conclusions

of law on certain points.

The Court made the following errors in findings of

facts

:

1. Finding IV (Record page 58): That Mr.

Mogan had a controlling interest in or was in con-

trol of the three companies, Bay Point Oyster

Farms, Willapa Oyster Farms and Willapoint

Oysters from the beginning of operations until

1942, whereas actually he had neither majority

stock ownership nor proxy voting control, nor con-

trol by virtue of authorization of the by-laws or

action of the Board of Directors of any of the

three companies after the spring of 1930, and the

issues of this case are not concerned with the period

prior to that time. (Record pages 91 and top of

92).

2. Finding IX (Record page 68, 2/3 down) : That

Mrs. Steinhaus took any action as secretary-treas-

urer of appellee Willapoint Oysters corporation

in November 1932 or in January 1933 (Record

page 60, 2/3 down), when that corporation had no

properly elected officers at that time (Record page

797, 3/4 down).
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3. Finding XVll (Record page 74) : That appel-

lee Willapoint Oysters had suffered substantial

damage by acts of appellant liay Point Oyster

Farms, whereas on the contrary liay Point Oyster

Fanns has suffered substantial damages because

of wrongful acts of appellees (Record para. 14,

page 798).

The Court erred in failing to find as facts

:

4. That Mr. Mogan had no authority to transfer

the trade-mark from appellant Bay Point Oyster

Farms to appellee Willapoint Oysters, either un-

der his general powers granted by the by-laws of

Bay Point Oyster Farms, or by specific author-

ization of the Board of Directors of Bay Point

Oyster Farms (Record, para. 3, page 794).

5. That as an individual Mr. Mogan never used

the trade-mark WILLAPOINT (Record, para. A,

page 81), and never made any personal claim of

ownership of the name WILLAPOINT as a trade-

mark on his own behalf (Record, para. B, page

82).

6. That the declarations of purported ownership

by Mr. Mogan and Mrs. Steinhaus in the applica-

tion for trade-mark registration, substitute dec-

larations (Record, Finding IX, page 67 and page

68) were not accompanied by any disclaimer of

right, title or interest in the application by appel-

lant Bay Point Oyster Farms, and no assignment
of any interest in such application (Record, para.

D, page 88), nor did either Mr. Mogan or Mrs.
Steinhaus ever undertake on behalf of Bay Point
Oyster Farms, as an officer, director, or stock-



14

holder thereof, to effect a transfer, but on the con-

trary the substitute declarations in the trade-mark

applications asserting belief of ownership were

made first on behalf of Willapa Oyster Farms,

and later on behalf of appellee Willapoint Oysters

in the form simply of self-serving declarations of

belief.

7. That specifically Mr. Mogan, subsequent to

about April of 1930 at least, was never a majority

stockholder or a controlling stockholder of appel-

lant Bay Point Oyster Faiins, stating Mr. Mogan 's

specific stock interest in appellant at various times

(Record, para. C, page 83).

8. That use of the trade-mark WILLAPOINT
by appellee Willapoint Oysters as recited in Find-

ing XV (Record page 73), was as the service com-

pany of the joint venture conducted by Bay Point

Oyster Farms and Willapa Oyster Farms, or as

marketing agent for the two faiTus companies

(Record, para. 15, page 799).

9. That in the capacity of joint venturers Bay
Point Oyster Farms and Willapa Oyster Farms
financed the operations carried on under the name
of Willapoint Oysters, supplied equipment, bore

the losses of the operation, received all the profits

thereof except for nominal dividends, subordi-

nated their individual claims against the operation

to other claims against it, and generally acted as

joint venturers by conducting the operation imder

their joint direction and for their joint benefit.

10. That directors of Willapoint Oysters corpora-

tion were not properly elected until July 28, 1950,

and that from May 1931 until July 28, 1950 Willa-
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point Oysters corporation had no legally qualified

directors, trustees or officers (Record, para. Gr,

page 89; para. 11, page 797).

11. That in the spring of 1950, prior to proper
election of directors and officers of appellee Wil-
lapoint Oysters corporation. Coast Oyster Com-
pany, a corporation then solely owned by Mr.

Verne Hayes, and which company also controlled

the stock of Willapa Oyster Farms, purchased

sufficient additional stock in Willapoint Oysters

corporation to control, in conjunction with Wil-

lapa Oyster Farms, a majority of the stock in that

corporation (Record, para. F, page 89).

12. That upon procuring such stock control of

appellee Willapoint Oysters, directors of Willa-

point Oysters corporation were properly elected,

and promptly thereafter new by-laws were adopted

on a vote of two out of three of the directors and

over the dissent of Mr. R. H. Bailey, the third

director and president of Bay Point Oyster Farms,

which changed the nature of Willapoint Oysters

corporation from a service company for the joint

venture of the two farms companies, appellant Bay
Point Oyster Farms and Willapa Oyster Farms,

to an independent company, and immediately aft-

erward Willapoint Oysters refused to procure

oysters from Bay Point Oyster Farms on the pre-

viously customary basis and thereby the officers

and directors of Willapa Oyster Farms repudiated

the joint venture relationship of the two farms

companies (Record, para. H, images 89 and 90;

para. 17, page 800).
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13. That the trade-mark and labels used on

canned oysters by appellant Bay Point Oyster

Farms at the time it instituted suit against appel-

lee Willapoint Oysters not only were similar to the

trade-mark and labels used by appellee Willapoint

Oysters (Record, Finding XVI, page 73), but were

very similar in trade-mark style, picture arrange-

ment and other details to the label used by appel-

lant at the time of its first use of the trade-mark

in October 1930 (Record, para. S, page 100).

14. That an actual controversy existed by inter-

ference of appelee Willapoint Oysters with the in-

terstate commerce of appellant Bay Point Oyster

Farms in the sale of canned oysters by a notice of

trade-mark infringement served by attorneys for

appellee Willapoint Oysters on a customer or

broker of appellant doing business in interstate

commerce (Record, para. U, page 101; para. 16,

page 799).

Errors of law committed by the Trial Court in his find-

ings of fact and conclusions of law are;

15. Finding IV (Record page 59) : That from a

practical standpoint, or any other standpoint, Mr.

Mogan was in control of all three companies, ap-

pellant Bay Point Oyster Farms, Willapa Oyster

Farms and appellee Willapoint Oysters, or any of

them, because legal control of a corporation de-

pends upon control of the stock by virtue either of

ownership or proxy, enabling voting a majority of

the stock, and controlling operation of the com-

pany, especially in disposing of valuable assets of

a corporation such as a trade-mark, is effected
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only by action of the board of directors, or by an

officer when properly authorized by the by-laws,

and not by a minority stockholder (Record, para.

1, page 793 ;
para. K, page 93).

16. Finding Xlll (Record page 71) : That on

the basis of the record or preceding findings Bay
Point Oyster Farms was divested of ownership of

the trade-mark WILLAPOINT, or that it was
transferred by Bay Point Oyster Farms to appel-

lee Willapoint Oysters prior to registration of the

trade-mark in the name of Willapoint Oysters on

July 11, 1933 (Record, para. 2, page 793 and para.

8, page 796).

17. Finding IX (Record pages 67, 68 and 69)

:

That the sworn statement of Mr. Mogan in the

application for registration of the trade-mark

WILLAPOINT in November 1930 that he be-

lieved the trade-mark was owned by the two farms

companies indicated that Mr. Mogan had trans-

ferred any interest in the name WILLAPOINT
to the two faims companies, that the sworn sub-

stitute declaration of Mr. Mogan in such applica-

tioin in November 1931 constituted evidence of a

transfer in ownership or interest of the trade-

mark, or that the substitute declaration of Mrs.

Steinhaus in the same apx)lication in November
1932 constituted indication of transfer of owner-

ship of the trade-mark (Record, para. 3 and 4,

pages 794 and 795
;
para. J, pages 92 and 93).

18. Finding XI (Record page 70) : That the par-

ticipation of Mr. Mogan in the registration pro-

ceedings indicated that Mr. Mogan was willing or

agi'eed, first to joint ownership of the trade-mark
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by both farms co^ipanies, second, to ownership by

Willapa Oyster Farms, and finally to exclusive

ownership by appellee Willapoint Oysters corpo-

ration, for corporate assets camiot be dissipated

by a minority stockholder without authority, there

is no evidence of any such attempt by Mr. Mogan
which is legally probative, and an agreement can-

not be presumed from an indication of someone's

intention or willingness to enter into an agreement

without positive proof that such an agreement ac-

tually was entered into (Record, para. 3, page

794).

19. Finding XIII (Record pages 71 and 75):

That on the basis of any evidence or on the basis

of the preceding findings, and in particular Find-

ing IX (Record pages 67, 68 and 69), which is the

only finding stated positively by the Court as in-

dicating or as evidence of a transfer, the trade-

mark and any good will attached thereto were

transferred to and became the property of appel-

lee Willapoint Oysters, because the self-serving

declarations of opinion as to ownership cannot be

given the legal effect of constituting an act of

transfer, nor can selected designations be consid-

ered to have such effect and a subsequent declara-

tion, at least as important, namely that of Finding

X (Record page 69) before the joint board of di-

rectors meeting that ^' Trade name has been pat-

ented and we have the certificate'' simply be ig-

nored instead of, by analogy, being held to effect

transfer of the trade-mark to investment of its

title in the two farms companies or all three cor-

porations (Record, para. 4, 5, 6 and 7, pages 794

and 795).
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20. Finding XIII (Record pages 71 and 105)

;

That the relationship of the parties constituted the

basis of a presumption tiiat the directors and the

stockholders of appellant Bay Point Oyster Farms
had knowledge of a transfer of ownership of the

trade-mark to appellee Willapoint Oysters corpo-

ration, or of any proceedings affecting the owner-

ship of the trade-mark in Bay Point Oyster Farms,

because there was no transfer of ownership nor did

any proceedings occur which in any way affected

the ownership of the trade-mark in Bay Point

Oyster Farms (Record, para. 9, page 796).

21. Finding XIII (Record page 72 and page

106) : That any obligation to investigate, oppose

or question a transfer of ownership or issuance of

the registration of the trade-mark to appellee Wil-

lapoint Oysters existed or could be implied, since

no act of transfer occurred to which Bay Point

Oyster Farms, its directors or stockholders could

have raised objection, and the mere registration of

the trade-mark in the name of Willapoint Oysters

corporation did not establish ownership of the

trade-mark in that corporation nor is such regis-

tration even any evidence of ownership where the

registrant is the marketing agent of the trade-

mark owner, as in this case (Record, para. 9 and

10, pages 796 and 797).

22. Finding XIV (Record page 72) ; That at

least prior to July 16, 1946 appellee Willapoint

Oysters was either a de facto corporation or a

de jure corporation, because prior to August 1,

1932 no stock had been issued, and prior to July 16,

1946 no stockholders meeting had been held at
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which to elect directors, and consequently the cor-

poration was not authorized to receive and own
property such as the trade-mark here involved

prior to such date (Record page 797, para. 11).

23. Finding XIV (Record page 72) : That ap-

pellee Willapoint Oysters carried on any business

prior to May or June 1950 or had officers or di-

rectors overlapping officers or directors of Bay
Point Oyster Farms and Willapa Oyster Farms,

because the name '^Willapoint Oysters" corpora-

tion was simply the business name under which

Bay Point Oyster Farms and Willapa Oyster

Farms conducted their joint enterprise business

prior to such time, and Willapoint Oysters had no

properly elected directors or officers until July

28, 1950 (Record, para. 11, pages 797 and 798;

para. O, page 89; and para. M, page 96).

24. Finding XIV and XV (Record pages 72 and

73) : That appellee Willapoint Oysters, prior to

May or June 1950 had any ''individual purpose"
apart from Bay Point Oyster Farms and Willapa

Oyster Farms, because this name was simply used

to designate the joint venture service company
and marketing agency of Bay Point Oyster Farms
and Willapa Oyster Farms, and there is no evi-

dence to establish that appellee Willapoint Oys-

ters, prior to that time, used the trade-mark WIL-
LAPOINT in its own behalf as a corporation or

acquired any title to the trade-mark or any repu-

tation or good will associated with such trade-mark

(Record, para. 11, page 798). Consequently, the

legal deduction in Finding XV that appellee Wil-

lapoint Oysters used the trade-mark for many
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years solely and exclusively in the trade-mark

sense is erroneous, as is the conclusion that appel-

lee Willapoint Oysters has acquired a valuable

reputation and good will in connection with such

trade-mark (Record, para. 12, page 798).

25. Finding XV (Record page 73) : That appel-

lant Bay Point Oyster Farms had any intent of

trading upon the reputation and good will of ap-

pellee, Willapoint Oysters, because appellee has

no reputation and good will in connection with

such trade-mark and appellant is the owner of such

trade-mark and the reputation and good will at-

tached to it. Consequently, appellant cannot be

considered to have passed off its goods as and for

the goods sold by appellee (Record, para. 12, page

798).

26. Finding XVI (Record page 73) : That the

trade-mark and labels used by appellant Bay Point

Oyster Farms are counterfeit copies or imitations

of the trade-mark and labels used by appellee Wil-

lapoint Oysters, because appellant and not appel-

lee is the true owner of the trade-mark, and fur-

ther for the same reason, appellant has not en-

gaged in unfair competition with appellee Willa-

point Oysters, but on the contrary Willapoint Oys-
ters has been guilty of unfair competition with ap-

pellant Bay Point Oyster Farms (Record, para.

13, page 798).

27. Conclusion I (Record page 74) : That appel-

lant Bay Point Oyster Farms is not entitled to

any relief (Record, para. 16, page 799).

28. Conclusion II (Record page 74) : That trade-

mark registration No. 304,644 is valid, whereas the
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registration is invalid and should be canceled by

the United States Patent Office.

29. Conclusions III, IV, V, VI and VII (Rec-

ord pages 74, 75 and 76) : That appellant Bay
Point Oyster Farms has infringed any trade-mark

rights of appellee Willapoint Oysters or its regis-

tered trade-mark, that appellant should be en-

joined from use of the trade-mark WILLA-
POINT, that appellee Willapoint Oysters should

recover profits and damages, and that appellees

should recover costs and disbursements, all because

the trade-mark WILLAPOINT is owned by ap-

pellant Bay Point Oyster Farms, and it has the

right to use such trade-mark.

The Trial Court further erred in failing to adopt con-

clusions of law such as

:

30. That appellant Bay Point Oyster Farms is

the owner of the trade-mark WILLAPOINT and

that it has the exclusive right to use such trade-

mark.

31. That as a matter of law the evidence estab-

lished that the relationship between Bay Point

Oyster Farms and Willapa Oyster Farms was one

of joint venture, and that the business of such

joint venture was conducted in the name of appel-

lee Willapoint Oysters, Inc.

32. That as a matter of law if appellee Willapoint

Oysters had any individual status apart from the

joint venture relationship) of Bay Point Oyster

Farms and Willapa Oyster Farms, it was simply

the service company and marketing agent for Bay
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Point Oyster Fanns and Willapa Oyster Farms.

33. That use of the trade-mark WILLAPOINT
in conjunction with the name of appellee Willa-

point Oysters, inc., although this trade-mark at all

times was owned by appellant Bay Point Oyster

Farms, was permissible by virtue of an implied

license to appellee Willapoint Oysters as the in-

strument of the joint venture relationship be-

tween Bay Point Oyster Farms and Willapa Oys-

ter Farms or the marketing agent of such venture.

34. That Mr. Verne Hayes, Coast Oyster Com-
pany, and Willapa Oyster Farms, acting through

Willapoint Oysters corporation, were instrumen-

tal in procuring the revision of the by-laws of Wil-

lapoint Oysters corporation and in directing the

conduct of business under the name of that cor-

poration without proper regard for the rights of

appellant Bay Point Oyster Farms which had be-

come vested in the operation under the name of

Willapoint Oysters corporation, and that such con-

duct effected a repudiation and termination of the

joint venture relationship between Bay Point Oys-

ter Farms and Willapa Oyster Farms resulting

in cancellation of the implied license for use of

the trade-mark WILLAPOINT in conjunction

with the name of appellee Willapoint Oysters,

Inc., and termination of appellant's consent to

such further use of the trade-mark.

35. That appellee Willapoint Oysters did not

own the trade-mark WILLAPOINT, had no right

to use it, had interfered with appellant's legiti-

mate interstate business associated with such trade-

mark, had engaged in unfair competition in com-
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peting with appellant in the use of such trade-

mark, should be enjoined from further use of the

trade-mark WILLAPOINT, and that appellant

should recover from appellee Willapoint Oysters

profits which such appellee has enjoyed by reason

of such use and damages suffered by appellant

from the interference by appellee Willapoint Oys-

ters with its business and the unfair competition

in which appellee Willapoint Oysters has engaged,

as may appear to be justified from an accounting.

ARGUMENT OF THE CASE

Megan Was Not Controlling Stockholder

The articles of incorporation of appellee were

signed on October 22, 1930 and recorded in the office

of the Secretary of State of the State of Washington

on October 27, 1930. (Finding XIV, Record page 72).

Appellant Bay Point Oyster Farms was incorporated

in 1928 (Finding IV, Record page 59), and was the

first to use the trade-mark WILLAPOINT on canned

oysters in October 1930 (Finding V, Record page 59).

By virtue of such use appellant Bay Point Oyster

Farms became the owner of the common law rights to

the trade-mark WILLAPOINT.

A second oyster farms company, companion to ap-

pellant Bay Point Oyster Farms, under the name of

Willapa Oyster Farms, was promoted by Mr. G. T.

Mogan, who also jjromoted appellant Bay Point Oyster

Farms (Finding IV, Record pages 58 and 59). The

Court's finding is inaccurate in asserting that appellee
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Willapoint Oysters corporation was *^ promoted'' in

the sense that Mr. Mogan promoted the farms com-

panies, because the stock of the two farms companies

was sold in small parcels to many stockholders, and the

finding is further misleading in indicating that Mr.

Mogan owned a controlling amount of the stock in Bay

Point Oyster Farms for any great length of time, or

that he held a majority or controlling stock interest in

appellant Bay Point Oyster Farms or in appellee Wil-

lapoint Oysters during the period affecting the present

controversy. Appellant Bay Point Oyster Farms re-

quested a specific finding on the stock ownership of

Mr. Mogan as it changed from time to time in the mo-

tion to revise the findings, paragraph C (Record pages

83 to 87). As there stated, the record shows that Mr.

Mogan did not retain a controlling or majority stock

interest in appellant Bay Point Oyster Farms after

about April of 1930, and when the true facts were

called to the attention of the Court in connection with

his repeated reference to Mr. Mogan as '^controlling

stockholder" in his original memorandum opinion

(Record page 50, lines 2 and 3; page 53, lines 5 and 6;

and page 54, lines 1 and 2 from bottom), the Court

tried to avoid what it is believed was his misinterpreta-

tion of the facts by stating that

''The Court didn't have in mind that Mr.
Mogan was the majority stockholder throughout.

. . . I didn't attempt to make a finding that

he was a majority stockholder and I didn't make a
finding of that character." (Record page 115, mid-
dle).
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The Court then attempted to give a different inter-

pretation to the words '^controlling stockholder" as

used by him from that believed generally to be accepted

as a stockholder owning a majority of the stock.

''The Court: I didn't say he was majority

stockholder.

"Mr. Beach: You used the words 'controlling

stockholder'.

"The Court: But that may be one who doesn't

have the majority of the stock. However, you
might proceed there. I wanted to explain the

Court's expression there. . . .

"The Court: Well, was he not the majority

stockholder up until the time that Willapoint was
organized?

"Mr. Beach: No, your Honor. He was not

controlling stockholder.

The Court: I mean majority stockholder?

Mr. Beach : Not majority stockholder.

The Court: This is October, 1930.

Mr. Beach : That is correct. In April, 1930,

apparently he lost majority stock interest and
there is no showing in the record that the trade-

mark 'Willapoint' was conceived by Mr. Mogan
before that date, and that was a number of months

prior to formation of Willapoint Oysters.

"The Court: The Court's language may be

faulty, but the Court didn't have in mind analyz-

ing or determining stock ownership because the

Court concluded from the evidence that he was the

moving factor in all these three (3).

I
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''Whether he had a majority of the stock, I

caii't say. I was of the opinion that he had up
until the time it was organized, but I don't think,

as far as the Court's conclusion is concerned, that

it was based on stock ownership as much as it was

the fact that he was the man running the outfit."

(Record page 115 near bottom to page 117, line 6).

For that reason appellant asked for a definite

finding on stock ow^nership in an attempt to overcome

any prejudice which might arise from the language

used by the ourt in his memorandum.

''Mr. Beach: Then I think there should defi-

nitely be a finding of fact on what the Court's idea

was in this language.

"The Court: The findings of fact are the con-

trolling factors.

"Mr. Beach: That is correct, and that is why
1 say there is nothing in Defendant's proposed

findings on this point and I think there should be

because it is an important factor under the deci-

sions." (Record page 117).

Nevertheless, the Court refused make a more specific

finding than Finding IV (Record page 59) on this

point.

This particular circumstance is emphasized here

because the Court's entire decision in favor of appellee

appears to have been based on the Court's initial mis-

apprehension as to Mr. Mogan's stock ownership in ap-

pellant Bay Point Oyster Fai-ms and the erroneous

conclusions of law which he applied to Mr. Mogan's
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statements of belief in the trade-mark declarations

based on this premise. Even if Mr. Mogan had been

virtually the sole stockholder of Bay Point Oyster

Farms, however, his declarations would have made no

difference in his capacity as stockholder, because cor-

porations are not managed by stockholders but by their

boards of directors.

Willapoint Oysters Corporation To Be a Service

Company and Was Considered the Marketing Agency

Appellee Willapoint Oysters corporation was to be

formed as a service company to facilitate the opening,

canning, advertising and marketing of the oyster crops

for the two farms companies. Bay Point Oyster Farms

and Willapa Oyster Farms. The resolution of Bay
Point Oyster Farms included in Finding VII (Record

page 60) stated in part:

" 'It is Therefore Resolved, that the Bay Point

Oyster Farms, Inc., join with the Willapa Oyster

Farms, Inc., and O. T. Mogan, doing business as

the Willapa Development Company and others

have a close conmiunity of interests in the forma-

tion of a subsidiary corporation to be known as

Willapoint Oysters, Inc.

'' 'That the purpose of said Willapoint Oysters,

Inc., is to facilitate the economical harvesting, and

the efficient opening, canning, advertising, and
marketing of the oyster crops of the said organiz-

ers, . . .'"
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The original by-laws included the following provi-

sion (pages 2 and 3 of Willapoint Oysters Minute Book,

Plaintiff's Exhibit 7, Record page 90) :

" 'The purpose of the organization of Willa-

point Oysters, Inc., is to provide a joint harvest-

ing, opening and marketing of the oysters for the

companies holding shares therein. Also for the

purpose of effecting economics in said opera-

tion. It is not organized for profit, but may in

the discretion of the Directors pay a nominal divi-

dend. The organization is for the convenience and
service it may render to the constituents, to the

companies which are shareholders therein.'
"

In a statement to the shareholders of appellant

Bay Point Oyster Farms, at their meeting of June 11,

1935 (Plaintiff's Exhibit 21, page 53; Record, page

684, bottom), Mr. Mogan himself said that Willapoint

Oysters was the selling organization for the two farms

companies.

" 'Mr. Redick McKee asked the President for

an explanation of the relations of the three com-
panies. Explanation: That Willapoint is the

selling organization for the two farms companies.

Capital stock 5,000 shares, of which Bay Point
owns 1,800 shares, Willapa Oyster Farms 2,000

shares, 700 shares being owned by private parties

and the balance being treasury stock of Willapoint
Oysters, Inc.'

"
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Appellant proposed that this statement be incor-

porated in the Trial Court's findings, but the Trial

Court refused to make this finding (Record, para. 0,

page 97).

Willapoint Oysters, Inc. was also designated the

marketing agency of appellant Bay Point Oyster

Farms in an official resolution of that corporation in

connection with the issue of stock in Willapoint Oysters

to Bay Point Oyster Farms on August 1, 1932. Quot-

ing from Finding VII (Record page 61),

^^ 'Whereas: The Bay Point Oyster Farms,

Inc., should have a substantial investment in the

marketing agency of its product. . . .

^' 'It is hereby resolved that the Corporation

purchase 180 shares of the Willapoint Oysters,

Inc. at a price of $100.00 each. .

y j>

The wording of this resolution was confirmed in

the corporate minutes of the meeting at which the reso-

lution was adopted and which is also quoted in the trial

Court's finding VII (Record page 63)

:

'''The Secretary then presented and read to

the meeting a copy of the resolution for the pur-

chase of One Hundred and Eighty (180) shares in

Willapoint Oysters, Incorporated, at One Hun-
dred Dollars ($100.00) each, in order that the Bay
Point Oyster Farms, Incorporated, might have a

substantial investment in the marketing agency

of its product.'

"

I
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Representations were made to the stockholders of

Bay Point Oyster Farms and Willapa Oyster Farms

that Willapoint Oysters corporation was the market-

ing agency of such farms companies. Note, for exam-

ple, Plaintiff's Exhibit 22, being a letter dated May
27, 1936 to the stockholders of Bay Point Oyster Farms

and signed by Mrs. Steinhaus, who signed the second

substitute declaration in the application for registra-

tion of the trade-mark WILLAPOINT to Willapoint

Oysters, Inc. (Plaintiff's Exhibit 13), and the later ap-

plication which actually resulted in registration of the

trade-mark to Willapoint Oysters corporation. This

report included the statement (Record pages 325, 326,

327 and 328),

'

'
' The Directors of Willapoint Oysters, Incor-

porated, the packing and marketing corporation

lor Bay Point 0}'^ster Fai*ms and Willapa Oyster

Farms.' " (Record page 328, bottom).

For years the letterhead used for the business con-

ducted under the name of Willapoint Oysters, Incor-

porated bore in the upper right corner the notation
'^ Marketing Agency for Bay Point Oyster Farms and

Willapa Oyster Farms" (Record page 570, middle).

Samples of this letterhead appear in various places in

the minute book of Bay Point Oyster Farms, and, in

fact, this letterhead was used by Willapoint Oysters

up to the fall of 1950, such a letterhead being used in

the letter of November 29, 1950, being an exhibit at-

tached to the original complaint which warned Bay
Point Oyster Farms and associates against use of the

name WILLAPOINT.
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Legal Rights of Sales Agents in

Trade-Mark of Principal

Since at most Willapoint Oysters corporation was

merely the sales agent or marketing agency of the two

farms companies Bay Point Oyster Farms and Willapa

Oyster Farms, such company conld not acquire any

rights in the trade-mark of Bay Point Oyster Farms

adverse to Bay Point Oyster Farms. The law implies

a license to an exclusive sales agent. James Martin &
Co., Ltd. V. V. Casazza & Bro., 27 USPQ 424 (Appen-

dix 1) ; Pimty Cheese Co, v. Framk Eyser et al., 153

F (2d) 88, 68 USPQ 126 (Appendix 2).

Such licenses may be implied, as indicated by the

Purity Cheese CoifYipcmy case, and are perfectly proper

where the trade-mark owner supervises the operation

of the business done under the trade-mark as Bay
Point Oyster Farms did in the present case through

participation of its directors in the management of the

entire business and the repeated reports of Willapoint

Oysters personnel to the directors of Bay Point Oyster

Farms and Willapa Oyster Farms. For example, see

the reports recorded in the Bay Point Minute Book of

Mr. Lillie, designated sales manager for Willapoint

Oysters, Inc., in the record pages 316 to 321, as shown

by the agreement on pages 322 to 324, especially para-

graph 1 on page 322, paragraph 2 and paragraph 3 on

page 323. A good discussion of this type of situation

appears in the case of E. I, du Pont de Nemov/rs <& Co.,

V. Celanese Corporation of America, 167 F (2d) 484,

77 USPQ 364 (Appendix 3).
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Effect of Trade-Mark Registration

Much has been made of the proceedings for trade-

mark registration in the decision of the Court. It will

be well to inquire first what is the effect of the regis-

tration itself ? The Court himself recognized that the

registration as such does not establish ownership of the

trade-mark, as stated in his memorandum opinion.

*' Recognizing that the registration of the trade-

mark by defendant does not establish of itself

ownership thereof, evidence appearing in the

course of the proceedings to secure registration

definitely indicates that Mr. Mogan intended that

a transfer of ownership to defendant take place."

(Record page 53, 3/4 down.)

This conclusion is adequately supported by many
decisions, as well as the trade-mark statutes themselves.

Section 33(a) of the 1946 Trade-Mark Act (15 U.S.C.

1115(a)) states that the registration

".
. . shall not preclude an opposing party

from proving any legal or equitable defense or de-

fect which might have been asserted if such mark
had not been registered."

The case of Charles Broadtvay Rouss, Inc. v, Win-
chester Co,, 300 F. 706, quoted on page 815 of the emi-

nent text on trade-mark law by Harry D. Nims, The
Law of Unfair Competition and Trade-Marks^ 4th

Edition, Vol. II, stated,

" *The Act of 1905 confers no title to marks
registered under it, but merely makes registration
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under it prima facie evidence of title derived from
use at oow/mon law/ ^^ (Italics Supplied.)

Ownership in a trade-mark is acquired in only one

way, namely by its use, and that is the way title to the

trade-mark WILLAPOINT was obtained by Bay

Point Oyster Farms in accordance with the Court's

Finding V that appellant Bay Point Oyster Farms was

the first to use the trade-mark WILLAPOINT on

canned oysters.

^^A trade-mark is not one in gross like a patent

right but is a right of user in connection with a

trade or business to designate the product to which

the mark is applied in that trade or business. It

is the use of the mark in a going trade or business

to distinguish the product of the user from that

of others and not the choice of it which creates

what becomes the subject of property in the mark.

United Drug Co. v. Theodore Bectamis Co,, 248

U. S. 90." (Italics Supplied). Standard Brands
Incorporated v, Smidler, 151 F (2d) 34, 66 USPQ
337.

The fact that Mr. Mogan originated the mark has

no bearing on the issue in this case because he never

used it, as will be discussed in greater detail later.

Another case showing the importance of use is :

Northynont Hosiery Corp. v. True Manufacturing

Co., 100 F. Supp. 909, 91 USPQ 3. (Appendix 4.)

Registration of a trade-mark in the name of a sales

agent or marketing agent raises no presumption of
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owaiership in such marketing agent, and, as discussed

in the section next above, Willapoint Oysters, corpora-

tion, if it had any existence whatever independent of

the joint venture relationship of Bay Point Oyster

Farms and Willapa Oyster Farms, was simply a mar-

keting agent.

In the case of Mohawk Export and Import Corpora-

tion V. Bissell Carpet Siveeper Co., 58 USPQ 31, it was

held that a sales subsidiary did not have the right to

register the trade-mark ''Mohawk". (Appendix 5.)

Consequently, even the fact that Bay Point Oyster

Farms did not oppose registration of the trade-mark

WILLAPOINT in the name of Willapoint Oysters

corporation is no evidence of a transfer of any 'bwsi-

ness, good will or trade-nmrk rights.

Even if it had been shown that directors and stock-

holders of Bay Point Oyster Farms had known of the

application for registration in the name of Willapoint

Oysters and had made no objection that still would not

have effected loss of rights of appellant Bay Point

Oyster Farms.

In the case of Omag Optik tend Mechanik A, G. v.

Wei)iste:in, 81 USPQ 92, goods supplied by the plain-

tiff to the defendant were not on consigimient but were

transferred by outright sale, and the defendant under-

took all the expenses of promotion, including adver-

tising and traveling costs, etc.
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Plaintiff wrote to defendant stating,

'^ 'With this letter we consider you as our

distributor in America . . .
'

''

The defendant distributor filed an application for

registration of the trade-mark ^^Omag" and notified

its principal that it was doing so, stating that it would

forward the certificate to its principal as soon as it had

been received. The registration was issued in the name

of the defendant distributor.

The Court there held

:

''.
. . although ' Omag' products were never

marketed in this country in association with plain-

tiff's corporate name, plaintiff can properly claim

such privileges in the mark as grow out of its prior

use of the same, and also, such rights as arise from

defendant's use of the mark in its capacity of

plaintiff's exclusive distributor."

The defendant in that case contended, as the Trial

Court has ruled here, that the beneficial rights to the

trade-mark had been transferred from principal to dis-

tributor. (Appendix 6.)

In case of a dispute between the original trade-

mark owner and a distributor, however, clear proof is

required. (Appendix 7.)

The question is, therefore, whether such a dear in-

tention on the part of Bay Point Oyster Farms, the

original user and owner of the trade-mark, can be found

that the rights in the trade-mark WILLAPOINT
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should be transferred to the distributor or marketing

agent Willapoint Oysters corporation.

Court's Basis of Decision Trade-Mark Was Transfer

The facts of the present case are much less favor-

able to ownership of the trade-mark by Willapoint

Oysters corporation than in the case of Omag Optik v.

Weinstein discussed above.

In this case

:

'\
. . there is no positive evidence in the

minute books or other records of the three corpora-

tions either that the board of directors of any of

these three corporations or the stockholders of any

of these three corporations had any direct or posi-

tive knowledge of the above-outlined efforts to-

ward securing registration of the trade-mark in

the name of the defendant corporation . .
."

(Finding XllI, Record page 105.)

Yet the Court based his decision entirely on infer-

ences from the statements of opinion in the applica-

tions for registration. Despite the fact that the trade-

mark WILLAPOINT was first used by appellant Bay
Point Oyster Farms in October of 1930 as found by

the Coui-t (Finding V, Record page 59) and the trade-

mark was therefore owned by that corporation, Mr.

Mogan, the president of all three corporations, Bay
Point Oyster Farms, Willapa Oyster Farms and Wil-

lapoint Oysters, in November 1930 executed and filed

with the Commissioner of Patents an application for

registration of the trade-mark WILLAPOINT in the
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names of Bay Point Oyster Farms and Willapa Oyster

Farms jointly. (Finding IX, Record page 67, Plain-

tiff's Exhibit 13.)

The issue of paramount importance in this litiga-

tion is whether, having once acquired ownership of

the trade-mark WILLAPOINT by virtue of its first

use, appellant Bay Point Oyster Farms ever trans-

ferred the trade-mark. The Court makes a positive

finding that the records show no evidence of such trans-

fer from appellant Bay Point Oyster Farms.

^^ Neither the minutes of plaintiff corporation

nor of Willapa Oyster Farms nor of defendant

corporation nor any instrument in writing in

the record show directly any transfer of title or

right to use either the trade-name ^Willapoint' or

the trade-mark ' Willapoint .

'
" (Record page 59.

)

Nevertheless, the Court makes a finding that the trade-

mark was

^'transferred to and became the property of de-

fendant corporation at some time prior to the ac-

tual registration of the trade-mark in the name
of the defendant'' (Finding XIII, Record page 71

and Record page 105.)

on July 11, 1933.

As the basis for this finding the Court relies wholly

on successively altered, self-serving statements of be-

lief as to ownership by Mr. Mogan and his secretary,

Mrs. Steinhaus, in applications for registration of the
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trade-mark. This is the glaring error of law commit-

ted by the trial court, which is entirely contrary to the

iTiles of evidence.

It is quite evident frojtn such procedure, as posi-

tively found by the trial court, that

*'G. T. Mogan . . . was primarily interested

in securing registration of the trade-mark in the

Patent Office and apparently was only secondarily

interested as to which corporation or corporations

might have ownership of the trade-mark." (Rec-

ord page 70.)

Despite the Court's recognition of Mr. Mogan's utter

disregard of the ownership of the trade-mark in appel-

lant Bay Point Oyster Farms, the Court nevertheless

rationalized his decision in the words of his opinion,

''Why should we not accept evidence of Mr. Mo-
gan's intention as evidence of transfer of owner-

ship by the farms companies to defendant in the

absence of any positive evidence to the contrary"?

If we do not do so we are left entirely to specula-

tion as to what the intention and the interests of

the corporations were as to the trade-mark. The
court does not believe the law permits of specula-

tion as an alternate course under such circum-

stances.
'

' ( Record page 54.

)

and therefore the Court concludes that the changing

opinion of Mr. Mogan effected successive transfers of

the valuable trade-mark asset of appellant Bay Point

Oyster Farms without any corporate action to effect

such transfers, without any knowledge of the direc-
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tors or stockholders that such statements adverse to

the interests of the corporation were being made, with-

out any written instruments or records of transfer of

any kind, and without Mr. Mogan even being a ma-

jority stockholder of the company.

Arbitrary Changes in Opinion of Ownership

The question of the transfer of the trade-mark

WILLAPOINT from the owner, appellant Bay Point

Oyster Farms, by virtue of its first use, is the prin-

cipal question on this appeal.

Where appellee Willapoint Oysters depends upon

a showing of transfer of title to the trade-mark WIL-
LAPOINT from appellant Bay Point Oyster Farms

to appellee Willapoint Oysters, certainly the burden

of proof of such transfer rests upon the transferee.

Govt Girls Frocks, Inc. v. Princess Pat Lingerie, Inc.,

73 USPQ 368 (Appendix 8). There is no proof that ap-

pellant corporation, as such, had any intention of giving

away its trade-mark rights, or that appellee Willapoint

Oysters, as a corporation, thought it was acquiring any

rights in the trade-mark prior to July 11, 1933 as

found by the court. As stated in the Omag Optik v.

Weinstcin case supra,

^'It is my opinion that since Omag did not

suppose it had signed away its rights to the mark,

by permitting the registration to stand in defend-

ant's name, and since the mark was not trans-

ferred, no estoppel arises from the registration

that defendant accomplished.''
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Since no transfer or estoppel results from the regis-

tration itself how could there be any estoppel arise

from vacillating declarations as to ownership in trade-

mark applications of conventional form?

Not later than November 1931 the trade-mark

WILLAPOINT was used on canned oysters bearing

the name of appellee Willapoint Oysters, Inc. (Find-

ing XV, page 73 and page 106), the marketing agent

name of the farms companies' joint enterprise. In

November 1931, at the time of or subsequent to use

of the trade-mark on oysters bearing the name of ap-

pellee Willapoint Oysters, Inc., however,

''Mr. Mogan . . . executed a sworn substitute

declaration as a part of an attempted amendment
of the original application for registration, where-

in he stated that he believed Willapa Oyster

Farms, Inc. was the owner of the trade-mark and

that, excepting its associate corporation. Bay Point

Oyster Farms, no one else had the right to use it."

as found by the Court in Finding IX (Record page 67,

bottom and page 68, top).

Despite the Court's own finding that at this time

the trade-mark was being used in conjunction with ap-

pellee's name, Willapoint Oysters, Inc., he attaches

no significance to such circumstance, but relies implic-

itly on Mr. Mogan 's self-serving declaration of opinion

in behalf of Willapa Oyster Farms to find

'^Here again ajjpears evidence of a transfer in

ownership or interest vv^ithout there appearing in
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the record any instruinent, writing or corporate

minute entry establishing such transfer." (Find-

ing IX, Record page 68),

presumably (is to bare title of one-half interest from

Bay Point Oyster Farms to Willapa Oyster Farms.

The utter lack of conception of Mr. Mogan as to

the significance of trade-mark ownership is evidenced

by this declaration that one farm company was the

owner although that farm company had never used the

trade-mark. The true owner, namely appellant Bay
Point Oyster Farms, was stated to have the right to

use it, but at the time the trade-mark was actually be-

ing used under the business name of Willapoint Oys-

ters, Inc., although the corporation was in effect non-

existent since the period of six months during which

the initially named directors or trustees were to man-

age the company had expired, and no stock had been

sold in Willapoint Oysters corporation at the time,

whereas the corporate laws of the State of Washing-

ton required all the stock to have been subscribed prior

to commencement of business.

Is it any wonder that the District Court refers to

this statement of Mr. Mogan vaguely as ''evidence of a

transfer in ownership or interest" without daring to

assert what interest was transferred and who trans-

ferred it to whom?

As a result of the above-mentioned attempted

amendment of the original application for registration

of the trade-mark WILLAPOINT in the name of the
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two farms companies, (Plaintiff's Exhibit 13, Finding

IX, Record page 67),

**Tlie substitute declaration and attempted

amendment filed in November, 1931, was refused

by the Patent Office on the ground that there can

be no divided interest in a trade-mark applica-

tion ..." (Finding IX, page 68.)

Consequently,

''in November, 1932, a second substitute declara-

tion was made for registration of the trade-mark

'Willapoint' in the name of defendant (appellee

Willapoint Oysters) . . . Registration of the

trade-mark as a result of the last application w as

again refused, the Examiner stating:

'If Willapoint Oysters, Incorporated, is now
the sole owner of the trade-mark, it appears

that registration could be effected by means

of a complete new application.' " (Finding

IX, Record page 68, 1/3 down to page 69, top).

In this instance the declaration of belief of ownership

was made by Mrs. Steinhaus, w^ho was Mr. Mogan's

secretary, and the declaration was made ostensibly in

the capacity of secretary-treasurer of appellee Willa-

point Oysters corporation, whereas, as mentioned

above, no stockholders meeting was held until 1946,

some fourteen years later, and no directors were prop-

erly elected until 1950. Consequently, this declaration

(•ould not possibly have any effect. Nevertheless, the

Court found on the basis of it,
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of ownership of the trade-mark without there ap-

pearing in the record any instrument, writing or

corporate minute entry establishing such trans-

fer." (Finding IX, Record page 69, 1/4 down.)

Mr. SproU, a patent attorney, requested Mrs. Stein-

haus to sign the above-mentioned declaration as secre-

tary-treasurer of appellee Willapoint Oysters in the

absence of Mr. Mogan (Finding IX, page 68, 2/3

down), and a new application containing a declaration

in the same language as the second substitute declara-

tion was signed by Mrs. Steinhaus at the request of

Mr. Mogan, on the basis of which registration of the

trade-mark in the name of Willapoint Oysters, Incor-

porated was granted on July 11, 1933 (Finding IX,

Record page 69, middle). None of the three corpora-

tions took any specific corporate action with regard

to either the first or second application for registra-

tion of the trade-mark (Finding X, Record page 69).

Nevertheless, the Court found that the trade-mark was

transferred to and became the property of appellee

Willapoint Oysters corporation ''at some time prior

to the actual registration thereof in the name of the

defendant'' (Finding XIII, Record page 71, middle;

page 105, bottom and page 106, top).

Court's Opinion Re Proof of Transfer

These shifting and inconsistent declarations of own-

ership are the only ^indications" or ^^^vidence" spe-

cifically mentioned by the Court in his findings as sup-
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porting his conclusion of transfer. All these appear

in Finding IX, (Record pages 67, 68 and 69). In

Finding XI the Court admits that ''as far as Mr,

Mogmi was concerned" he was willing and presumably

agreed to change in ownership of the trade-mark, but

Mr. Mogan tvcbs not dealing with Ms own property, but

with a valuable asset of appellant corporation. Bay

Point Oyster Farms. Yet the Court apparently sees no

inconsistency in accepting Mr, Mogan's personal in-

tent or will, if the declarations can even be considered

evidence of that, as binding appellant corporation.

''Why should we not accept evidence of Mr. Mo-
gan 's intention as evidence as transfer of owner-

ship by the farms companies to defendant in the

absence of any positive evidence to the contrary?''

(Record page 54, 1/3 down.)

How could Mr. Mogan 's personal intent have any bear-

ing on transfer of corporate assets?

Mr. Mogan Had No Personal Rights in Trade-Mark

The Court admitted during argument that the rec-

ord establishes no claim of interest on behalf of Mr.

Mogan jjersonally in the trade-mark WILLAPOINT.

Mr. Beach: ... I think we should begin

with the positive finding that for the purpose of

this litigation that the record establishes no claim

of interest on behalf of Mr. Mogan personally.

"The Court: I think that is a fact. It is

true.'' (Record page 120, 1/4 down.)
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Apparently the Court was somewhat influenced by the

fact that Mr. Mogan originated the name ^^Willa-

point.''

*^Mr. Beach : We are talking from the inception

that he never had any interest in the trade-mark.

''The Court: I don't quite agree with that. You
feel he never had any interest in this at all ?

''Mr. Beach: No.

"The Court: What interest did he have?

"Mr. Beach: If a person thinks up a trade-

mark, the rule of law is that that does not create

any ownership.

"The Court: You are talking about a trade-

mark.

"Mr. Beach: That is what we are talking about

here.

"The Court: I was talking about a trade-name

'Willapoint.' I don't say he had an interest in

that, but there are some cases that do indicate that

the man who originates the name has some kind of

an interest. What it is, I wouldn't say.

"Mr. Beach: We have cited cases in our brief

that say there is no interest.

"I think this discussion is very enlightening

because I assumed you used the words 'trade-mark

'

and 'trade-name' sjmonymously and you indicate

now differently.

"There may be some personal correspondence

to that but insofar as ownership in the right and

to the name, that has not entered into the litiga-

tion.
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(i\The Court: No, but it has entered into the

Court's reasoning in writing the memorandum.

''Mr. Beach: Therefore there should be some

conclusion on the interest in the trade-mark. In-

terest in the trade-mark can be established only by

first use.

^'The Court: I think the reasoning here is that

the distinction between trade-mark and trade name
was not one that Mr. Mogan drew and he may have

assiuned some interest not justified under the de-

cisions.

^^Mr. Beach: I think that is correct, but since

we are dealing with property in a trade-mark

—

^^ The Court: Yes.

''Mr. Beach (continuing) : —I think it would

be appropriate to say that Mr. Mogan had no inter-

est." (Record pages 122 and 123.)

Cases definitely establish that the Court's feeling that

authorship or origination of the mark gave Mr. Mogan
some rights in it as a trade-mark was entirely un-

founded. The Commissioner of Patents himself has so

stated in the case of Dickerson v. Wyandotte Chem-

icals Corp,, 91 USPQ 345. (Appendix 8.)

The Courts have also followed this doctrine.

''
, , , it is well established that the right to a

particular mark grows out of its use, not its mere
adoption, . . .

'' (Italics supplied.) George

W, Luft Co, V, Zande Cosmetic Co,, 142 F. (2d)

536.

Registration does not add any incident of owner-

shij). As the Supreme Court has stated

:



48

''
, . . the Federal statute did not attem^pt

to create exclusive substantive rights in marks, or

to afford a refuge for piracy through registration

under the Act, but to provide appropriate proce-

dure and to give the described protection and

remedies where property rights existed. The ac-

quisition of such property rights in trade-mm^ks

rested upon the laws of the several States, United

Drug Company v. Rectamus Company, 248- U. S.

90, 98; American Steel Foundries v, Robertson,

269 U. S. 372, 381 ; United States Printing & Litho-

graphing Com,pany v. Griggs, 279 U. S. 156, 158."

American Trading Company v. H, E. Heacock Co.,

285 U. S. 247. (Italics supplied.)

Circuit Courts have announced the same doctrine.

(Appendix 9.)

As stated by the Supreme Court in the Americam

Trading Company case quoted just above, the acquisi-

tion of ownership in a trade-mark depends upon state

law.

The State of Washington, which law controls in

the instant case, has held that trade-mark rights are

acquired only by use. In Seattle Railway v. Amalga-

mated Association, 3 Wash (2d) 520 at 532, the Court

stated

:

^*To acquire the ri^ht to use a particular name,

it is not necessary that the name be used for any

considerable length of time. It is enough to show

that one was in the actual use of it before it was

begun to be used by another. Rosenburg v. Fre-

mont Undertaking Co., 63 Wash. 52, 114 Pac. 886.''
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Relying on the same precedent, the Washington

Supreme court affirmed its position in the later case

of Foss V, Culhertson, 17 Wn. (2d) 610. (Appendix

10.)

There can be no question, therefore, that Mr. Mogan

1 no individus

as a trade-mark.

had no individual rights iii the name WILLAPOINT

Erroneous Basis for Court's Finding of

Transfer of Trade-Mark Title

The Court gave as the essence for his basis of

reaching his decision on the ground of transfer the fol-

lowing comments, beginning on page 125 of the Record.

^' The Court: 1 think this, Mr. Beach:

'*The Court was attempting to evaluate what
evidence there was in this case to establish a trans-

fer and one portion or part of the evidence in the

case was these proceedings and, therefore, what
weight might be attached to them.

'

' In and of themselves they were not—the state-

ments were not—positive, but they were, in the

lack of other evidence they were, evidence and in

outlining the nature of the proceedings I was in-

dicating how Mr. Mogan was apparently regard-

ing the transaction.

''I wasn't attempting to make findings of fact

or set forth the facts through indulging in the rea-

soning of that testimony.''

''Mr. Beach: Nevertheless, your Honor, this

does lead up to the basis on which your Honor, as
I understand, made its decision.
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'
' The Court : Made a finding.

'

' (Record page

125, top.)

The confusion of the Court's thinking in an attempt

to justify a decision for appellee Willapoint Oysters

Corporation is indicated by the remarks of the Court

when the resolution transferring the title to assets

from appellant Bay Point Oyster Farms to appellee

Willapoint Oysters corporation, set forth in Finding

VII (Record page 61 and page 62), was mentioned.

^^ The Court: . . . I didn't make a finding

that it was transferred by the resolution. It is

vague and that is why I went to some length in out-

lining the procedure as indicated in the Patent Of-

fice proceedings : The application that was origi-

nally made and the transferring then from one

company to the other and then to the defendant

Willapoint. Whether it was at the time they

adopted the original resolution in 1930'—when the

two (2) farms companies passed those resolutions

at the time that the Defendant was formed—or

after the proceedings indicated that there was a

transfer of whatever the interest was, if any. So

the Court felt that the evidence didn't justify mak-

ing a finding specifically as of the date of that

resolution in 1932, or otherwise, but felt that there

was a transfer. So that there wasn't a positive

finding made as of when the transfer took place

except that it was before the issue." (Record

page 128, 2/3 down to page 129, top.)

A question to be considered by the Court on appeal,

therefore, is whether the Trial Court was justified in
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reaching his decision on his ''feeling" that there was a

transfer, without any probative evidence of a transfer,

and without being able to state any factual basis which

he could glean from the evidence as establishing such

transfer.

Mogan's Statements as to Trade-Mark Ownership Were

Unknown to Bay Point Directors and Stockholders

As has been pointed out, the Court really based his

decision of transfer of the trade-mark WILLAPO'INT
from appellant Bay Point Oyster Farms to appellee

Willapoint Oysters corporation wholly on self-serving

declarations of belief in applications for registration of

the trade-mark WILLAPOINT, the existence of which

and the nature of which were unknown to the board of

directors or the stockholders of any of the three cor-

porations (Finding XIII, Record page 105, middle).

After evaluating the evidence the Court found ^^no

positive evidence . . . either that the board of di-

rectors ... or the stockholders . . . had any

direct or positive knowledge of the above outlined ef-

forts toward securing registration of the trade-mark

in the name of the defendant corporation." It was

therefore necessary in the latter part of that finding

for the Court to resort to a presumption of knowledge,

which certainly at first blush would appear to be a poor

basis on which to dej^rive a corporation of a valuable

asset.

At the end of Finding XIII (Record page 106) the

Court then berates these parties for not investigating,
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opposing or questioning the transfer of ownership of

the trade-mark when, indeed, there had been no trans-

fer which could have been questioned. At the very

minimum, actual knowledge by stockholders is neces-

sary before they can be properly accused of not taking

action to contest a proceeding adverse to their rights.

See Section 978, Volume XIII, American Jurispru-

dence.

The only notice of any kind which the record shows

was given to directors of Bay Point Oyster Farms was

in the corporate minutes quoted in Finding X by the

Court (Record page 69, bottom). In the meeting for

December 9, 1933, at which directors of Bay Point

Oyster Farms and Willapa Oyster Farms were pres-

ent, Mr. Mogan made the statement, '^ Trade name has

been patented and we have the certificate. '' This cir-

cumstance is included in the Court's Finding X,

(Record page 69). It should be noted that this state-

ment by Mr. Mogan was in connection with the trade-

mark registration, just as were the other declarations

on which the Trial Court relied to show transfer of

ownership.

Here is certainly a declaration of intention made
by Mr. Mogan, and if mere written declarations of

ownership in conventional applications for registra-

tion of a trade-mark can be given the great weight at-

tributed to them by the trial Court, surely this direct

statement to the directors of Bay Point Oyster Farms
and Willapa Oyster Farms and to the purported direc-

tors of Willapoint Oysters by the common president of
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the two farms companies and self-styled president of

Willapoint Oysters corporation is much more cogent

evidence of an intent to transfer the ownership of the

now-registered trade-mark on jointly to the two farms

companies or to the three corporations. Nevertheless,

the trial Court failed to carry his theory of the case on

to this logical conclusion of further transfer of the

ownership.

Here was an excellent opportunity of Mr. Mogan,

when he was face-to-face with all the directors involved

to make clear his intention, and he did not do it. If

Mr. Mogan had intended by the procedure of obtaining

the registration to have the ownership of the trade-

mark WILLAPOINT vested in appellee Willapoint

Oysters corporation as a separate and independent cor-

poration, certainly he would have at this time made a

clear statement that the trade-mark had been register-

ed in the name of that corporation and that it was his

intention that such corporation own it. Under such

circumstances the Court might well impose a duty on

the directors of Bay Point Oyster Farms to challenge

such a situation. The declaration actually made by

Mr. Mogan was no more definite than the statements

in the applications for registration as to any assign-

ment of the trade-mark or intention of Mr. Mogan
that its ownership be changed. The trial Court con-

deiuns ''speculation," but certainly the basis for his

decision was the wildest rationalization of Mr. Mogan 's

^^ intent."

We agree with the Court's conclusion, which is in-

consistent with his decision, that
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''G. T. Mogan . . . was primarily interested in

securing registration of the trade-mark in the Pat-

ent Office . . .
'' (Finding XI, Record page

70.)

The Court then states further that Mr. Mogan

"
. . . apparently was only secondarily inter-

ested as to which corporation or corporations

might have ownership of the trade-mark/' (Find-

ing XI.)

which is putting it mildly. A true evaluation of Mr.

Mogan 's statements in the declarations which he made

and the statements in that made by Mrs. Steinhaus of

which he knew, indicate a flagrant disregard of Bay
Point Oyster Farms ownership of the trade-mark.

The Court is probably also right in his statement in

Finding XII that (Record page 70)

''
. . . G. T. Mogan was, so far as the evidence

shows, endeavoring and working in good faith for

the establishment of a successful oyster business
9y

but Mr. Mogan was woefully ignorant of trade-mark

law, and unfortunately, as the record shows, was rely-

ing on an incompetent patent attorney, Mr. SproU, to

prepare the trade-mark applications for him.

Since Mr. Mogan 's patent attorney did not know
what he was doing, and Mr. Mogan was following the

advice of his patent attorney, and these proceedings

were not revealed to the directors or stockholders of
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Bay Point Oyster Farms, how can the Trial Court

conscientiously divest the stockholders of Bay Point

Oyster Farms of their assets on the basis of a presivmp-

tion of knowledge of a non-existent *^fact'' of transfer

of ownership (Finding XIII, Record page 106) ?

Joint Venture Relationship of Farms Companies

It has been shown that appellant Bay Point Oyster

Farms was not divested of its ownership of the trade-

mark WILLAPOINT at any time prior to registra-

tion of the trade-mark in the name of Willapoint Oys-

ters corporation on July 11, 1933. The question then

arises as to whether Bay Point Oyster Fanns lost its

rights to the trade-mark by virtue of the business in

which it engaged jointly with Willapa Oyster Farms.

During the years from the fall of 1931 to the sum-

mer of 1950, Bay Point Oyster Farms and Willapa

Oyster Farms collaborated in the joint venture of pro-

ducing and selling oysters in the name of Willapoint

Oysters, Inc. under the trade-mark WILLAPOINT.
There is no written joint venture agreement between

Bay Point Oyster Farms and Willapa Oyster Farms,

and consequently the relationship of these two farms

companies must be spelled out from a study of their

actual collaboration and activities. It is not necessary

to have a written agreement in order to establish a joint

venture enterprise. (Appendix 11.)

This doctrine applies in the case of corporations as well

as in the case of individuals. The Crane text on Part-

nerships (West Publishing Co., 1938) at page 121

states.
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^^The category of joint adventure has been

employed to legalize an association between cor-

porations, so as to allow a claim for damages for

non-performance of executory portions of the con-

tract. Luhrig Collieries Co, v. Interstate Coal <&

Dock Co., 281 F. 265 (D. C. 1922). ^It is perhaps

true that the agreement at bar would have created

a partnership if made by individuals, yet it is

strange that, so far as I have found, no such con-

tract to which a corporation was a party has been

held invalid on the ground that a partnership was

intended. ..."

On page 122 the text continues

:

^^For the creation of the relation of joint adven-

turers no express agreement is necessary. The ex-

istence of the relation Ymay he inferred from the

conduct of the parties," (Italics supplied.)

What factors, then, determine whether corporations

have engaged in a joint venture?

As pointed out in the quotation above from the

Crane text, a relationship which would have created a

partnership between individuals is considered to be a

joint venture in the case of corporations. As was

stated on page 36 of the same text,

^^Assuming that corporations have the power to

enter into joint adventures, that is what is pre-

sumed to be intended by an agreement which in the

case of individuals would be held to be one of part-

nership.''
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Management of Willapoint Oysters by Directors of

Farms Companies Acting Jointly

Probably the paramount characteristic of a part-

nership is the cooperation of the partners in the man-

agement of the business, and the same would apply to

joint ventures. The facts of this case, as will be evi-

dent from a perusal of the minute book of Bay Point

Oyster Farms, Plaintiff's Exhibit 21, indicate that

the directors of the two farms companies collaborated

in the conduct of the business by meeting in joint meet-

ings, and this is indicated by the Court's Finding XII.

The manner in which the business was conducted at

these meetings is of special interest. In the meeting

of January 8, 1933, for example, the directors of the

two farms compmiies authorized sale of stock in appel-

lee Willapoint Oysters corporation, even though there

had been no stockholders meeting nor election of di-

rectors, nor election of officers in that company. This

action was taken by a single motion of the entire meet-

ing. (Record page 292, bottom and page 293.)

This was the pattern set up for the conduct of busi-

ness at the joint meetings of the directors of Bay Point

Oyster Farms and Willapa Oyster Farms. A single

motion was presented to and passed by motion of the

entire meeting. Note, for example, the action taken

by a single joint motion on purchase of oysters from

growers other than the farms companies (Record page

320, top) and on action to investigate the packing of

tuna fish (Record page 333).
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When, however, items came up of individual inter-

est to one or the other of the farms companies, only

those directors of such companies voted, as indicated

on the immediately preceding page of the record (Rec-

ord page 332).

Of particular interest is the way in which the stock

of oysters on hand was treated. In Mr. Mogan's per-

sonal report to the shareholders of Bay Point Oyster

Farms, he spoke of the stock of canned oysters on hand

as though they were owned beneficially by Bay Point

Oyster Farms so that a profit would result when they

were sold. (Record page 306, bottom and 307). The

stock of oysters on hand in the name of appellee Willa-

point Oysters corporation was treated in the same fash-

ion years later in 1939 when a loan on the basis of the

w^arehouse stock of oysters as security was authorized

by a joint motion at the meeting of the directors of

Bay Point Oyster Farms and Willapa Oyster Fanns,

held jointly (Record page 734, bottom and 735, top).

Bear in mind that during this time there were no legal-

ly elected directors of Willapoint Oysters corporation.

A common manager for the oyster growing opera-

tions of the two farms companies and the selling opera-

tion carried on under the name of Willapoint Oysters

corporation was employed under contract (Record

pages 318, bottom and 319) . Mr. Lillie was elected by a

vote of all the directors at the meeting. He was to con-

fer with the common president of the three companies

and was to act under the direction of the directors from

time to time with respect to policies to be pursued. Ob-
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viously these ^^ directors'' were the directors of Bay

Point Oyster Farms and Willapa Oyster Faims, act-

ing jointly, because there were no legal directors for

Willapoint Oysters corporation. This deduction is

supported by the action taken at the meeting of De-

cember 9, 1939, of Bay Point Oyster Farms and Wil-

lapa Oyster Farms directors (Record pages 738 and

739), at which hy a single motion of these joint direc-

tors Mr. Lillie was authorized to purchase oysters from

other companies and to market them. Also, by a single

motion of the Bay Point Oyster Farms and Willapa

Oyster Farms directors meeting jointly Mr. Lillie was

authorized to handle crab (Record page 740, top).

Mr. Lillie was even '^elected" executive vice-presi-

dent of appellee Willapoint Oysters corporation hy a

single motion of the joint directors of Bay Point Oys-

ter Farms and Willapa Oyster Farms (Record page

740, bottom and 741, top). Certainly the corporations

could not have cooperated any more intijiiiately as part-

ners or joint venturers than this in the management of

the oyster selling enterprise.

Financing, Liabilities, Profit and Loss of Willapoint

Oysters Shared Between Farms Companies

The financial affairs of Willapoint Oysters cor-

poration also were the direct concern of Bay Point Oys-

ter Farms and Willapa Oyster Farms, acting jointly.

As has been pointed out above, by joint resolution or

motion of the directors of the two farms companies,

additional stock in Willapoint Oysters corporation was
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authorized to be sold. By joint motion the directors of

Bay Point Oyster Farms and Willapa Oyster Farms

authorized payment of a 6% dividend to holders of the

stock of Willapoint Oysters corporation (Record page

759, bottom and 760, top). This, of course, was quite

logical because Article VI of the by-laws of Willapoint

Oysters, found on pages 2 and 3 of Plaintiff's Exhibit

7, provided that Willapoint Oysters corporation was

a service organization

^Ho provide a joint harvesting, opening and mar-

keting of the oysters for the companies holding

shares therein"

and stating specifically that such corporation

^'is not organized for profit, but may in the dis-

cretion of the directors pay a nominal dividend.''

Since there were no *' directors" of Willapoint Oysters

corporation, the directors of Bay Point Oyster Farms

and Willapa Oyster Farms, acting jointly, served as

the board of directors for appellee Willapoint Oysters

corporation, even to the extent of establishing the

amount of a nominal dividend and directing its pay-

ment.

In addition, Bay Point Oyster Farms and Willapa

Oyster Farms financed the operation conducted in the

name of Willapoint Oysters corporation in marketing

oysters, and, for the purpose of enabling bank loans to

be obtained to finance such operations, entered into

subordination agreements which subordinated any
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claims of Bay Point Oyster Farms and Willapa Oyster

Farms to the general creditors of the operation con-

ducted under the name of Willapoint Oysters. (Rec-

ord, pages 566, 567, 736, 737, 738 and 771 to 778.) Ap-

pellant requested a finding by the Trial Court on this

situation in paragraph P at the bottom of page 97 and

on page 98 of the record. This finding was refused by

the Court, not on the basis that it was wrong, but that

^' ... it would seem to the Court it would be

necessary to provide much of the record in any

event and that the Court could not be very helpful

in that respect by setting forth some findings

which might not be contrary to the facts. The
Court doesn't indicate by refusing them that some

phases of them may not be consistent with the facts

as shown by the evidence, but that they are not

essential at all to the Courtis conclusions.'' (Rec-

ord page 146.)

It therefore becomes necessary to refer to the record.

In accordance with the stipulation

''Up to May 31, 1931, all expenses incurred by

Willapoint were eventually charged to Bay Point,

and all income received by Willapoint was even-

tually credited to . . . Bay Point." (Record

page 347.)

The Court will recall that the Trial Court found

transfer of the trade-mark to appellee Willapoint Oys-

ters at some time and in some way, both of which were

indeterminate, prior to July 11, 1933, the registration
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date of the trade-mark. It is interesting that for the

year 1931-1932 each farms company received a profit,

for 1932-1933 the operation showed a loss to each, and

for 1933-1934 the operation showed a profit to each

farms company, which were equally attributed to the

two farms companies in each instance. During this

period each of the farms companies had a written

agreement with appellee Willapoint Oysters corpora-

tion that Willapoint Oysters would operate without

profit to itself because the two farms companies were

financing its operation (Record page 377). A similar

agreement appears in the record at the middle of page

285.

The accoimtant, Mr. Wollenweber, testified that

prior to 1935

^^
. . . there was no oyster cost to Willapoint

for the oysters purchased. In other words, the

entire net was turned over to the two (2) com-

panies who in turn charged their oysters with ex-

penses against that account.'' (Record page 366.)

As to subsequent years, the farms companies were

*^paid" for their oysters a price determined by the ac-

countant in accordance with the cost and profits of

the operation. As the accountant, Mr. Wollenweber,

explained,

*^
. . . at the end of each year I would make up

a profit and loss statement without any cost of

oysters from the two (2) companies. We would

take that figure and determine what price to pay

to the Paims companies." (Record page 367.)
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No money actually changed hands, however, but the

price adjustment was made merely on the basis of a

bookkeeping entry, on the basis of a profit and loss

statement. As Mr. Wollenweber explained further,

^' ... we would take a trial balance of profit

and loss statement and without any charge for

oysters from the two (2) Farms corporation. Bay
Point and Willapa, and then I would determine

about the amount I could put into the two (2)

Farms companies as profit and I would consult

with Mr. Lillie and we would determine the exact

amount per case/'

That practice was followed up to August 1950 (Record

page 372). As Mr. Hayes, who was responsible for

terminating the joint venture operation between Bay
Point Oyster Farms and Willapa Oyster Farms by

obtaining stock control of appellee Willapoint Oysters

corporation through his wholly owned corporation

Coast Oyster Company, stated:

'^ ... there was a big period of time there

when the Farms companies did not receive their

money, and that the bookkeeping system was that

it was just entries backwards and forwards . . .

"

(Record page 162).

This was confirmed by Mr. Lillie, manager of the

three companies.

**Then instead of payments actually being

made, the arrangement between Willapoint Oys-

ters and the two (2) Farms companies. Bay Point
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Oyster Farms and Willapa Oyster Farms, was

just a matter of bookkeeping entries ?

*^A. The majority of it was; yes.

**Q. And that applied to the dividends as

well?

^'A. I think so; yes.'' (Record page 633.)

The independent and disinterested auditor, Mr. Carlos

Zener, stated that for the years 1936 to 1946 he

could remember no case where money was transfeiTed

from WiUapoint to Bay Point, and that Willapoint

paid the bills for Bay Point (Record pages 509, 510,

511). Thus, as Mr. Bailey explained, the operation

of Willapoint Oysters was financed by the money due

the farms companies being left in the treasury of

Willapoint Oysters, Incorporated, plus loans from the

bank and brokers (Record page 493).

In determining the relationship of the two farms

companies as joint venturers, what could be more pro-

bative than such intimate joint participation in man-

agement of the Willapoint Oysters operation by joint

meetings of the directors of Bay Point Oyster Farms

and Willapa Oyster Farms while Willapoint Oysters

had no authorized directors, and the intimate comin-

gling of their financial affairs, shouldering of finan-

cial liability and equal sharing of profits and losses?

The most sensitive spot in a business, of course, is the

pocketbook.
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Legal Interpretation of Cooperation of Farms Companies

it is believed tiuit tiie facts discussed at consider-

able length above show that the operation conducted

under the name of appellee Willapoint Oysters cor-

poration was nothing more than a joint venture rela-

tionship ot Buy Point Oyster Farms and Willapa Oys-

ter h'arms (Appendix 13), and therefore what cor-

porate structure of appellee Willapoint Oysters there

was sJiould simply be ignored, if the Court does not

wish to go that far, at most Willapoint Oysters cor-

poration was simply the marketing agent and service

company of i3ay Point Oyster Farms and Willapa

Oyster Farms. This was the conclusion of the United

States Supreme Court in a case having not as persua-

sive a factual background, namely Chicago^ Miltvaukee

<k St. Paul liailway Company, et ah, v. Minneapolis

Civic cD Commerce Association, 247 U. S. 490, 62 L. Ed.

1229. in that case the two railway companies, for

brevity designated the Milwaukee company and the

Omaha conix>any, purchased a Minnesota corporation

called the Eastern company, which had an authorized

capital stock of one million dollars, but had not at the

time of purchase begun any construction work, in

that case, the Court stated,

^'Thus, the question presented for our decision

is whether the Eastern Company, in form a cor-

porate entity, separate and distinct from the Mil-

waukee and Omaha companies, is in reality an in-

dependent carrier, . . . or w^hether it is a mere
agency or instrmnentality of the two corporations,

which own all of its cai)ital stock, . , .
''
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The Eastern company was definitely operated on a

profit basis, whereas the nominal dividends of Willa-

point Oysters and the profits from the sale of the

oysters were simply credited to the two farms com-

panies as book entries. In the railway company case,

as in the instant case, the financing was done by the

cooperating coaipanies through loans to the operating

company.

The question of control of the cooperating compa-

nies over the operation of the Eastern company was

considered to be very important (Appendix 14). The

Court concluded that the purpose of the contract was

^Ho take away frojn the board of directors of the

Eastern Company, the usual and lawful governing

body of a corporation, the normal legal control of

the company's affairs in several most important

respects.'' (Italics supplied.)

This was precisely the effect of the conduct of opera-

tions in the name of Willapoint Oysters corporation

in the instant case by joint meetings of the boards of

directors of Bay Point Oyster Farms and Willapa

Oyster Farms, as discussed above, without the election

of directors in Willapoint Oysters corporation until

Mr. Hayes decided that the joint venture relationship

should be terminated, and Willapoint Oysters corpora-

tion, which he and his company controlled through

Willapa Oyster Farms, should deprive the stockhold-

ers of apijellant 13ay Point Oyster Farms of the valua-

ble trade-mark WILLAPOINT if he could.
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The effect of the agreement in the railway com-

pany case constituted,

^'an obvious surrender by the Eastern Company
of substantially all freedom of corporate action

and an assumption of control over that company
by the Milwaukee and Omaha companies, which

converted it largely into a mere agency or instru-

mentality for doing their bidding."

The facts of the present case even more definitely

point to a mere agency or puppet relationship, because

instead of Willapoint Oysters corporation being "con-

verted" it sunply never was activated by the holding

of an organizational stockholders meeting and the elec-

tion of proper directors for almost eighteen years after

the first stock was issued.

in the railway company case the Eastern company

at least had directors, although they were for the most

part officers either of the Milwaukee or Omaha com-

pany. Also, the Eastern company had an independent

president, whereas over most of the years the so-called

"president" of Willapoint Oysters corporation, who
was not properly elected until 1950, was the common
president of Bay Point Oyster Farms and Willapa

Oyster Farms.

The United (States Supreme Court concluded in the

railway case,

"With the facts thus sununarized, it is diffi-

cult to conceive of a plan for the control of a joint-

ly owned company and for the operation of a joint-



68

ly owned track more complete than this one is, and

it is sheer sophistry to argue that, because it is

technically a separate legal entity, the Eastern

Company is an independent public carrier, free in

the conduct of its business from the control of the

two companies which own it, . . .
''

While the United States Supreme Court found it diffi-

cult to conceive of a plan more complete than the one

which it considered in the railway case for the control

of a jointly owned company, the facts of this case con-

stitute such a more complete plan. Instead of setting

up a separate management board of directors for the

puppet corporation and then entering into an agree-

ment with such corporation to limit the authority of

such board of directors, Mr. Mogan and his successors

simply did not set up a board of directors for Willa-

point Oysters corporation, but managed its affairs hy

the joint boards of directors of the stockholder corpora-

tions, Bay Point Oyster Farms and Willapa Oyster

Farms.

Thus, while at first glance it might have appeared

risky for all the financial operations, conduct of busi-

ness, borrowing and actual custody of funds to be in

the name of Willapoint Oysters corporation, as a mat-

ter of fact this did not seem to be risky because the

entire operation conducted under the name of Willa-

point Oysters, Inc. was actually managed by the joint

boards of directors of the farms companies, for there

were no properly elected directors of Willapoint Oys-

ters corporation. As in the railway case, therefore,
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^'the evidence makes it very clear that all through

its corporate life the Eastern organization has been

consistently used as a mere agency of the two

owning companies to accomplish their original pur-

pose."

The United States Supreme Court, then concluded

:

''Much eanphasis is laid upon statements made
in various decisions of this court that ownership,

alone, of capital stock in one corporation by an-

other, does not create an identity of corporate in-

terest between the two companies, or render the

stockholding company the owner of the property

of the other, or create the relation of principal and
agent or representative between the two . . .

(citing cases).

''While the statements of the law thus relied

upon are satisfactory in the connection in which

they were used, they have been plainly and repeat-

edly held not applicable where stock ownership has

been resorted to, not for the purpose of participat-

ing in the affairs of a corporation in the normal

and usual manner, but for the purpose, as in this

case, of controlling a subsidiary company so that

it may be used as a mere agency or instrumentality

of the owning company or companies, (citing

cases.) In such a case the courts will not permit

themselves to be blinded or deceived by mere forms

of la IV, but, regardless of fictions, will deal with

the substance of the transaction involved as if the

corporate agency did not exist and as the justice

of the case may require.'' (Italics supplied.)



70

While the Supreme Court uses the word ''agency" for a

situation such as this, and it has been discussed above

that appellee Willapoint Oysters was simply the mar-

keting agency and service company of the two farms

companies, it is believed that the designation of joint

venture is equally accurate. The case of Matheivs

Conveyor Co. v. Palmer-Bee Co., 135 F. (2d) 73, 57

USPQ 219, quoting from the Supreme Court decision

of Standard Fashion Co. v. Magrane-Houston Co., 258

U.S. 346, stated:

''It is insisted by the petitioner that the con-

tract is not one of sale, but is one of agency or joint

venture/' (Italics supplied)

Basis of Use of Trade-Mark by

Appellee Willapoint Oysters

Whether appellee Willapoint Oysters be considered

the marketing agent of the two farms companies, or

the joint venture instrument or puppet of these com-

jjanies, entirely ignoring its corporate structure so that

the farms companies in effect were acting as partners,

the use of the trade-mark was by implied license from

the owner. Bay Point Oyster Farms. As discussed in

a previous section, "Legal Rights of Sales Agents in

Trade-Mark of Principal/' the law implies a license

to an exclusive sales agent to use the trade-mark. Sim-

ilarly, a trade-mark owned by one partner may be

licensed to the partnership without thc^ individual part-

ner losing his right to it; E. F. Prichard Co. v. Con-

sumers Brewing Co., 136 F. (2d) 512, 58 USPQ 362
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(xVppendix 15). 'I'he facts of that case are in many

respects similar to the present situation.

In the case of Kidd v, Johnson, 100 U. S. 617, to

which the Frichard case referred, the Supreme Court

stated,

**it is admitted that Pike was tlie owner of the

trade-mark when he took two of his clerks into

partnership and formed the firm of S. N. Pike &
Co. He did not place his interest in the trade-

mark in the concern as a part of its capital stock.

He allowed the use of it on packages containing the

whiskey manufactured by them; but it no more
became partnership property from that fact than

did the realty itself, which he also owned, and on

which their business w as conducted. He was en-

gaged in the same business before the partnership

as afterwards, and taking his clerks into partner-

ship changed in no respect, beyond its terms, their

relation to his individual property.^'

Thus in the present case use of the trade-mark WIL-
LAPOINT in the name of appellee Willapoint Oysters

corporation did not divest Bay Point Oyster Farms
of its ownership of this trade-mark. Also, in a joint,

profit-sharing venture such as this, use of the trade-

mark by the joint venture instrmnentality does not

effect abandonment of the trade-mark by the owner

participating in the joint venture; Alfred G, Belden v.

Zophar Mills, Inc., 34 F. (2d) 125, 2 USPQ 199. (Ap-

pendix 16.)
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Repudiation of Joint Venture or Marketing Agency

Relationship by Hayes

Mr. Hayes, who, through his solely owned corpora-

tion, Coast Oyster Company, effectively controlled

Willapa Oyster Farms, conceived the idea of gaining

personal control over the business conducted under the

trade-mark WILLAPOINT by acquiring a small

amount of stock in appellee Willapoint Oysters. The

mechanics of this stock control are illustrated in the

stock ownership chart, Plaintiff's Exhibit 1. Such

stock control was acquired in the spring of 1950, and

shortly afterward a stockholders meeting for appellee

Willapoint Oysters was held on July 28, 1950, at which

for the first time only three directors were elected

(Plaintiff's Exhibit 8, page ). The directors

elected were Mr. Verne Hayes, Mr. Ward Kumm, at-

torney for Verne Hayes, and Mr. R. H. Bailey, presi-

dent of appellant Bay Point Oyster Farms company.

Thus, Mr. Hayes had effective stock control of Willa-

point Oysters corporation and effective control of the

board of directors.

Almost inmnediately thereafter at a directors meet-

ing of August 4, 1950 Mr. Hayes and Mr. Kmnm forced

through an entirely new set of by-laws of Willapoint

Oysters corporation which completely eliminated the

non-profit service company provision in Article 6 of

the original by-laws. This action was taken over the

dissent of Mr. Bailey, representing Bay Point Oyster

Farms, despite the fact that corporate by-laws are

in effect an agreement between the stockholders.
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Mr. Hayes gave as his excuse for this action his

dislike of the close cooperation between the two farms

companies and the intermingling of their affairs both

nianagerially and financially. As he stated in his tes-

timony,

'*
. . . that the bookkeeping system was that it

was just entries backwards and forwards, and that

is one of the things w^e objected to. Nobody knew
where we were, any of the companies." (Record

page 162.)

When a statement of the close and practically insep-

able cooperation of the two farms companies was read

to Mr. Hayes from an auditor's report during the tak-

ing of his testimony (Record page 172), he was asked,

^'Q.
. . . Is that your understanding as to

how they operated while you were an officer of the

companies VVillapoint Oysters and WillajJa Oys-

ter?

''A. That is my understanding that, since

1946, it was the way they operated. That was one

of our objections to the operations, that they were

coming!ed and worked together without regard for

one another." (Record page 173, bottom.)

By a strange coincidence Mr. Hayes' lawyer at the

same time also felt that the cooperation of Bay Point

Oyster Farms and Willapa Oyster Farms should be

discontinued, perhaps for the benefit of Mr. Hayes.

He testified

:
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^'To my way of thinking, any dealings between

Willapoint and Willapa and Bay Point, or any of

these companies, should be regardless of whether

a person were connected in an official capacity

with both companies, and should be as though they

were both strangers, and I had reason to believe

—

I don't know—but that had not been done.
'

' (Rec-

ord page 188.)

Promptly after this revision of the by-laws of ap-

pellee Willapoint Oysters, Mr. Kumm, president of

appellee Willapoint Oysters, informed Mr. Bailey,

president of appellant Bay Point Oyster Farms, that

Bay Point Oyster Farms no longer would be able to

market oysters under the trade-mark WILLAPOINT
in the Willapoint Oysters operation on the old coopera-

tive basis, but that they must deal on the same basis as

any stranger, if at all. Thus ended the joint venture

as a result of the breach by Hayes of the fiduciary re-

lationship between the joint venturers ; Spencer v, Wil-

sey, 330 111. App. 439, 73 USPQ 359 (Appendix 17).

In view of this rupture of the joint venture relation-

ship. Bay Point Oyster Farms was justified in treating

the arrangement as at an end for all purposes; A\pex

Electrical Manufacturing Compa/ny v. Apex Appliance

Company et aL, 24 USPQ 49 (Appendix 18).
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Right to Trade-Mark Use Upon
Termination of Joint Venture

The termination of the joint venture relationship

resulted in termination of the implied license to use

the trade-mark by the joint venture marketing agent,

VVillapoint Oysters, which by the events described had

become an independently operating corporation, and

the right of the true owner of the trade-mark, appel-

lant Bay Point Oyster Farms, to resume its exclusive

use of such trade-mark. The first of these results is

established by the case of Jwmes Martin <& Co., Ltd., v.

V. Casazza & Bro., 27 USPQ 424, citing the case of

Stratton & Tersteyge Co. v. Stiglitz Furnace Co., 258

Ky. 678; 81 S. W. (2d) 1 (Appendix 19). The right of

appellant Bay Point Oyster Farms to resume its use

of the trade mark is supported by the case of E. F.

Prichard Co. v. Consumers Brewing Co., 136 F. (2d)

512, 58 USPQ 362, citing Cardinal v. Taylor, 302 Mass.

220, 19 N. E. 2d 58 (Appendix 20).
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Conclusion

For the reasons and on the basis of the cases dis-

cussed above, it is submitted that

(1) Appellant Bay Point Oyster Farms is

still the rightful owner of the trade-mark WILLA-
POINT.

(2) Appellee Willapoint Oysters has no fur-

ther right to the use of such trade-mark.

(3) Appellant Bay Point Oyster Farms has

the sole right to the exclusive use of such trade-

mark.

(4) Bay Point Oyster Farms has not com-

peted unfairly with Willapoint Oysters, but, on the

contrary, Willapoint Oysters has been guilty of

the unfair competition, and consequently should

be enjoined and should respond in damages to ap-

pellant Bay Point Oyster Farms.

Respectfully submitted,

ROBERT W. BEACH
1265 Olympic National Building

Seattle 4, Washington

Attomey for Appellant
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APPENDIX

1. ^^ . . the appellant in the case at bar had the

ric:ht to use the name ^ Royal George' only by vir-

tue of the fact that it was the exclusive sales agent

of the opposer in the United States during the

period in question. Even if the applicant's name
alone had been used upon the product during this

time, which of course it had not, it would not have

had the right upon the termination of the contract

to continue to use the name, Stratton & Terstegge

Co, V. Stiglitz Furnace Co,, 258 Ky. 678; 81 S. W.
(2d) 1 (1935) and cases there cited. The license

to use the mark together tvith the sale of the pro-

duct cannot properly he held to constitute an ahan-

domnent. United States Ozone Co., et al, v. United

States Ozone Company of America, 62 F. (2d) 881

(C. C. A. 7, 1932) ... the use of the mark by
the applicant was, through principles of agency,

the use of the mark by the opposer, the latter

standing in the position of principal and the for-

mer in the position of agent ; and so it can fairly

be said that throughout the period in question the

opposer was indeed using the mark and that it is

the applicant who has in fact never used it in its

own right, ... In my opinion the right of
the opposer to prevent registration is too clear to

partake of any doubt." (Italics supplied.)

2. ''In the instant case the pleadings do not disclose

the nuture of the license issued to plaintiffs dis-

tributor or th(^ circumstances under which it was
granted. All that does appear is that some cheese



not of plaintiff's manufacture was sold by plain-

tiff's distributor under a label designed by the

distributor.

'^A trade mark may be assigned, licensed^ or

lent^ as long as it rejnmns associated with the saime

product or httsiness with which it has become as-

sociated in the public mind, E. F. Prichard Co, v.

Consumers Bretving Company, 136 F. 2d 512, and

this court has held that there appears to be no

legal obstacle either to a retailer assigning his

trade mark to the manufacturer of the article sold

by the retailer or to a manufacturer assigning his

trade mark to one who sells the goods of the manu-

facturer. Corral, Wodiska & Co, v, Anderson,

Thorson & Co,, 95 F. 2d 11, 14. It has recognized

the right of a sales agent to use the manufactur-

er's trade mark. United States Ozone Co, v. United

States Ozone Co, of America, 62 F. 2d 881. See

also Smith v. Dental Products Co,, 140 F. 2d 140;

Hicks V, Anchor Packing Co,, 16 F. 2d 723 ; Moraind

Bros,, Inc, v, Chippeiva Springs Corp., 2 F. 2d 237.

The fact that plaintiff was not the actual manufac-

turer of the cheese upon which its distributor was
permitted to place the label in question, does not

deprive plaintiff of the right to be protected in

the use of its trade mark. Menendez v. Holt, 128

U. S. 514, 520. '

' (Italics supplied).

3. *^It is well settled that the owner of a trade mark
may license its use to another and others so long as

such agreements are not merely naked license

agreements. See Menendez v. Holt, 128 U. S. 514,

524; Bacardi Corporation of America, v, Domen-
ech, et al,, 311 U. S. 150 (47 USPQ 350) ; Shaver
et al, V, Heller d Merz Co,, 108 F. 821 ; Mathy v.



Repuhlic Metalwwre Co., supra (35 App. D. C. 151)

1, and E. F, Prichard Co,, et al. v. Consumers

Brewing Co. supm (136 F. (2d) 512, 58 USPQ
362.)

*'In the case of Smith v. Dental Products Co.,

Inc. et al., supra, the court, among other things

there said (60 USPQ at 266)

;

^ Again defendant relies upon authorities such

as Hanover Star Mill Co. v. Metcalf, supra,

and United Drug v. Theodore Rectanais, supra,

which, in our judgment, are not controlling.

This is so for the reason that in the instant

case defendant's use was definitely limited by

the agreements between the parties. In none

of the authorities relied upon by the defendant

Jms it been held that the owner of a trade-mark

loses such ownership by the mere grant to an-

other of the privilege of its use/

^'In the case of Mathy v. Repuhlic Metalware

Co., supra, the court clearly recognized that a

proper license was valid.

^'It is true that in the case of Mayer Fertilizer

& Junk Co. V. Virginia-Carolina Chendcal Co.,

supra, the court stated that ^A trade mark cannot

be assigned, or its use licensed, except as inciden-

tal to a transfer of the business or property in

connection with which it has been used' and, in

support of the quoted statement, cited the case of

Macmahan Pharmacol Co. v. Denver Chemical

Mfg. Co., supra, in which case the sole issue was
whether the naked assignment of the trade mark
was valid, and the court there properly held that a

mark could not be assigned apart from the business



and good will of the owner of the mark. According-

ly, in its statement in the case of Mayer Fertilizer

<& Junk Co, V:. Virginia-Carolina Chennical Co,,

supra, the court was wrong in saying, as the issue

was not presented, that a trade mark could not be

legally licensed without a transfer of the business

or property and the good will thereof, and the hold-

ing in that case in connection to a proper license

agreement was contrary to the decision in the case

of Mathy v. Republic Metalware Co,, supra.

'^Although the case of Crown Fairies Corp, v,

Amerioan Viscose Corp., 32 C. C. P. A. (patents)

1, 145 F. 2d 246, 63 USPQ 149, is not exactly in

point, it does approve the rule that a proper license

agreement is valid and does not indicate abandon-

ment on the part of the owner of the mark.

^^It is umiecessary that we cite other cases in

support of our holding that a trade mark registra-

tion may be licensed in accordance with the license

agreement hereinbefore set forth. We are of

opinion, therefore, that for the reasons hereinbe-

fore stated, appellee has not abandoned its mark
under section 13 of the Trade Mark Act of Feb-

ruary 20, 1905." (Italics supplied.)

4. ^'Plaintiff asserts first that it is the law of this

circuit that ^registration without proof of user is

not a sufficient defense. It is user, not registra-

tion, that confers rights in a trade name.' '' Radio

Shack Corp. v. Radio Shack, Inc., 180 P. 2d 200,

• • •

^^As to the first point that registration without

IJroof of user is not a sufficient defense, this con-

tention is valid if applicable to the situation."



5. ''There is testimony to the effect that Mohawk
Corporation was organized for the purpose of sell-

ing products of Mohawk Carpet Mills, Inc., in

foreign countries; but nothing to indicate the

transfer of any business, good will, or trade-mark

rights. It is true, as pointed out in the brief of

Mohawk Corporation, that its applications to re-

gister were not opposed by Mohawk Carpet Mills,

Inc., but that circwmstmice falls far short of prov-

ing any contractual relationship between these two

concerns sufficient to endoiv Mohawk Corporation

with the right to register the trade mark of Mo-
hatvk Carpet Mills, Inc.'' (Italics supplied.)

6.
'

' There is no doubt that Weinstein as an exclusive

distributor had a registerable interest in the mark,

and that the beneficial rights to the same could

have been transferred from plaintiff to defend-

ant.''

7. "'It is important, consequently, to determine

whether in effect, such a transfer was effected.

Where, as here, the rights prior to the registra-

tion were in the manufacturer, which the distribu-

tor conceded at the time, and the distributor regis-

tered the mark in his own name, contrary to the

wishes of the manufacturer, the distributor, be-

fore he can claim the full benefits of the registra-

tion, must show a clear intention on the part of
the manufacturer to transfer the mark to the dis-

tributor/' (Italics supplied.) Omag Optik unci

MecJmnik A, G. v, Weinstein, 81 USPQ 92.

8. '"To sustain an action for the infringement of a
registerc^d trade mark it must appear that plaintiff

owns the mark (Ferry v, American Hecolite



Denture Corp., 8 Cir., 78 F. 2(i 556, 558 (27 USPQ
28, 29-30)), and also, of course, that the registra-

tion is valid. Although registration furnishes a

presumption of both ownership and validity, it

does not conclusively establish either, and both

may be questioned in any action in which validity

is relied upon and the burden of proof is upon the

plaintiff to establish these elements (House of

Westmore, Inc., v. Denney, 3 Cir., 151 P. 2d 261,

265 (66 USPQ 373, 375-376), and James Heddon's

Sons V. Millsite Steel & Wire Works, 6 Cir., 128

P. 2d 6, 9 (53 USPQ 579, 581-582) ) . Where plain-

tiff 's title rests upon an assignment from the orig-

inal registrant, it has been held that the assign-

ment must conform to the requirements of Section

90 of the Act, i.e., it must be in writing, duly ac-

knowledged, and have been assigned in connection

with the good will of the business in which the

mark was used {Keystone Macaroni Mfg, Co, v.

F. Arena & Sons, D. C, K D. Penn., 27 P. Supp.

290, 293 (40 USPQ 639, 642-643), and Perry v,

American Hecolite Corp., supra, at pages 558-559

(27 USPQ 28, 29-31))." (Italics supplied.)

9. ^^
. . . ownership depends upon priority of use

thereof in trade whether intrastate or interstate.

The examiner further held, and correctly so, that

the right of ownership in a trade-mark cannot be

acquired by the mere invention or selection thereof,

but only by its use in connection with goods actual-

ly placed uiDon the market, citing authority."

(Italics supplied.)



10. '^Registration, however, does not conchisively es-

tablish either a registrcmt's ownership of the ma/rh

(15 U. S. C. Sec. 96), or its validity." (Italics

supplied). l)winell-Wright Co, v\ National Fruit

Product Co., Inc, 129 F. (2d) 848.

''
. . . The mere registration of a trade-mark

does not in itself confer any greater rights thorn

existed at common law without registration. The
registration of a trade mark is a method of record-

ing for the protection of dealers, the public and
owners of trade-marks. But the trade-mark, not

being created by registration, is inseparable from
the good will of the business of its possessor. The
right to its exclusive use is bottomed on priority of

appropriation. Hanover Star Mill Co, v, Metcalf,

240 U. S. 403; United Drug Co. v. Theodore Bee-

tanus Co., 248 U. S. 90; Esso, Inc., v. Standard

Oil Co., 8 Cir., supra; Walgreen Drug Stores v.

Obear-Nester Glass Co., 8 Cir., 113 F. 2d 956."

(Italics supplied.) Griesedieck Western Brewery
Co. V. People's Brewing Co., 149 F. (2d) 1019,

66 USPQ 1.

11. ''Fourth: To acquire the rigJit to use a particular

name, it is not necessary that the name be used
for any considerable length of time. It is enough
to show that one was in the actual use of it before

it was begun to be used by another. Rosenburg v.

Fremont Undertaking Co., 63 Wash. 52, 114 Pac.
886."

12. ''AVTiether the parties to a particular contract have
thereby created, as between themselves, the strict

relation of joint adventurers or some other rela-
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tion involving cooperative effort, depends upon

their actual intention, which is determined in ac-

cordance with the ordinary rules governing the

interpretation and construction of contracts. Such

a contract need not be expressed ; it may be implied

from the conduct of the parties. (2 Rowley's

Modern Law of Partnership, Sec. 976.) The acts

and conduct of the parties engaged in the accom-

plishment of the apparent purposes may speak

above the express declarations of the parties to

the contrary." Universal Sales Corporation, Ltd.

V. California Press Mfg. Co, (Gal. S. Ct.) 20 Cal.

(2d) 751, 128 P. (2d) 665, 55 USPQ 391.

13. ^*While in a technical joint venture there is usually

a sharing of profits and losses in the prosecution

of the cozmnon enterprise (2 Rowley's Modern
Law of Partnership, Sec. 975; 33 6'. J. 841, Sec. 2),

the mode of participating in the fruits of the im-

dertaking may be left to the agreement of the par-

ties. (Hamier v. MacClatchie, 220 Cal. 720 (21

USPQ 560)). Whether the parties to a particu-

lar contract have thereby created, as between them-

selves, the strict relation of joint adventurers or

some other relation involving cooperative effort,

depends upon their actual intention, which is de-

termined in accordance with the ordinary rules

governing the interpretation and construction of

contracts. (33 C, J. 845, Sec. 16.) Such a con-

tract need not be (^xpress; it may be implied

from the conduct of the parties. (2 Rotvley's

Modern Latv of Partnersldp, Sec. 976.) The acts

and conduct of the parties engaged in the accom-



9

plishmeiit of the apparent purposes may speak

above the expressed declarations of the parties to

the contrary. ... '' Universal Sales Corp,,

Ltd., V, California Press Mfg, Co,, 20 Cal. 2d 751,

55 USPQ 107.

14. The Court considered an agreement between the

three companies to establish

''its evidential value in determining whether the

interest of the Milwaukee and Omaha companies in

the Eastern Company was that of mere stock-

holders in an independent public service corpora-

tion or whether they intended to and did exercise

the power which they possessed as stockholders to

immediately and directly control the property a/nd

the cofiduct of the business of the Eastern Com-
pany,'' (Italics supplied.)

15. ''While the trade mark in queston was registered

in accordance with the federal law, several years

after its established use, we consider that fact of

no importance in determining the issues in this

case. . . .

''We have before us a case involving the right to

a common law trade mark. This right exists inde-

pendent of the statute, registration simply con-

stituting prima facie evidence that the registrant

is entitled to the mark. Phillips v, Hudnut, et ah,

263 F. 643 (App. D. C). Trade marks are not

dependent on statutory enactment, but arise out

of common law from prior exclusive appropriation

and use. Registration is not controlling in a suit

involving common law rights to a registered mark
or in a suit for unfair competition involving its
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use. United States Ozone Co,, et aL, v. United

States Ozone Co. of America, 62 F. 2d 881 (16

USPQ 233) . . . The title to a trade mark is

independent of its registration. Great Atlantic dt

Pacific Tea Co. v. A. & P. Radio Stores, Inc., 20

F. Supp. 703 (35 USPQ 444) . . .

^^This case is concerned with the question

whether Prichard ever established, by user, the

right to the trade mark, as well as whether a license

to others to use the mark, was valid. . . .

^^It is true, as contended by appellee, that a

naked license to use a trade mark is of no more
validity than a naked assignment thereof. Lea v.

New Home Sewing Machine Co., 139 F. 732 (C.C.

N.Y.). But a trade name, like a trade mark, may
be assigned, licensed, or lent, as long as it remains

associated with the same product or business with

which it has become associated in the public mind.

• • •

'^We come, then to the rights of Prichard to the

trade label he formulated with the Lamplighter de-

sign. The result of the agreement between the

jjartnership of Bruckmann and Prichard, and the

Consumers Brewing Company. . . . was that

the partnership bought the beer outright from the

Consumers Company; and the distinctive labels

were attached by the Consmners Company to the

products sold to the partnership, pursuant to the

agreement that this would be done for the partner-

ship. . . . Prichard 's evidence was to the effect

that the Consumers Brewing Company used the

label, on the understanding that the partnership

would have the brewery produce the beer products
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for it 'as a stepping stone to opening the Lexing-

ton Brewing Company'—with the further under-

standing tliat Prichard would have the label back

at any time he wished, . . . He further testi-

fied that the Consmners Brewing Company placed

the label on the products sold to the partnership,

only by his permission. This evidence is so forti-

fied by the circumstances of the case and the con-

duct of the parties, that we accept it as fact, and so

arrive at the conclusion that the labels were at-

tached to the products sold to the partnership by

the Consmners Brewing Company, acting in this

particular transaction in the stead and on behalf

of the partnership. . . .

''A partner may be the owner of a trade mark
used by the partnership; if he licenses the part-

nership to use his trade mark, he does not thereby

grant a naked license, merely because he discon-

tinues the operation of an individual business us-

ing the mark. ... a licensed use, in the busi-

ness of a firm, of the trade mark owmed by one

partner, does not place the trade mark in the firm

as a part of its assets, nor make it partnership

property. Batcheller i\ Thomson, 93 F. 2d 660

(C. C. A. 2). One who is the owner of a trade

mark does not, by entering a partnership and per-

mitting the use of the trade mark by the partner-

ship, transfer his interest in the trade mark to the

firm. Kidd v, Johnson, 100 U. S. 617."

16. '^the trade mark was used by the appellant and ap-

pellee jointly in the sale of appc^llant's product.

This was not an abandonment of the mark bv its
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owner. . . . Appellant was in a position to con-

trol the good will and this he undertook to bring

to the appellee. In doing so, and in soliciting for

new business for the appellee, lie gave consent only

to the use of the mark. They divided the profits.

This use of the registered trade mark therefor was

joint. It was never agreed that the appellee should

have any title rights in the mark ; . . . The ap-

pellant . . . could enter into this venture with

the appellee ; the arrangement was more than mere

employment. He received no salary or regular

drawing account, but a share of the profits, against

which he at times drew money. It ivas a joint

profit-sharing venture in which the appellee con-

tributed capital and plant and the appellant the

use of the trade mark, trade, good will, and service.

This use of the trade mark was apparently with

the consent of the appellant ^s mother. Rather

than abandoiunent of the registered trade mark,

it was a persistent use of it. Saxlehner v. Eisner

& Meldelson Co., 179 U. S. 19, 31," (Italics sup-

plied.)

17. ^^In Hagerman v. Schulte, 349 111. 11, 21, the

court said: ^ While a joint adventure is not re-

garded as identical with a partnership, the rela-

tion of the parties is so similar that their rights

and liabilities are usually tested by the rules which

govern partnership. The relation between joint

adventurers is fiduciary in its nature, and their

conduct to one another must be governed by the

utmost confidence and good faith.'
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*'The governing principle was stated by Chief

Judge Cardozo in Meinhard v. Salmon, 249 N. Y.

458, 463

:

'Joint adwentarers, like co-partners^ owe to

one anotlier, while the enterprise continues,

tlie duties of the finest loyalty. Many forms

of conduct permissible in a workaday world

for those acting at arm's length, are forbidden

to those bound by fiduciary ties. A trustee is

held to something stricter than the morals of

the market place/ " (Italics supplied.)

18. ''The testimony tended to show that the contract

had been abandoned and disregarded by co-de-

fendant, the Apex Appliance Company, a cor-

poration, and the individual defendants. This is

mentioned for the reason that in the absence of a

violation of the contract, a specific procedure was
provided for its termination; otherwise, it was of

indefinite duration. . . .

''A reasonable interpretation of the bill shows

averments of abandonment and a disregard by the

Apex Appliance Company and the individual de-

fendants of the obligations of their contract with

the plaintiffs not to use the trade marks and trade

names of the plaintiffs in connection with the sale

of household appliances other than those produced

and sold by the plaintiffs.

^^This course of conduct continued for a num-
ber of years. The defendants by interrogatories,

and otherwise, admit this violation and disregard

of the contract. . . .

When one party to a contract abandons it and
refuses further performance, the other party is
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entitled to treat the repudiation as putting an end

to the contract for all purposes of performance.

United Press Association v. National Newspaper
Association, 237 Fed. 549, 1. c. 553; 6 R. C. L.

p. 1032—Sec. 389; 13 C. J. p. 615—Sec. 668; Boiler

V, George H, Leonard Co., 229 Fed. 607. '

' (Italics

supplied.)

19. "'Frankly, I am a little shocked by the tactics

that the applicant has seen fit to employ in this

case in endeavoring to obtain ownership of the

opposer^s mark . . . the applicant in the case

at bar had the right to use the name ' Royal Greorge'

only by virtue of the fact that it Avas the exclusive

sales agent of the opposer in the United States

during the period in question. Even if the appli-

cant's name alone had been used upon the product

during this time, which of course it had not, it

would not have had the right upon the terminor-

tion of the contract to continue to use the name,

Stratton & Terstegge Co,, v, Stiglitz Furnace Co,,

258 Ky. 678; 81 S. W. (2d) 1 (1935) and cases

there cited. The license to use the mark together

with the sale of the product cannot properly he

held to constitute an abandonment. United States

Ozone Co,, et al,, v. United States Ozone Company
of America, 62 F. (2d) 881 (CCA. 7, 1932). . . .

the use of the mark by the applicant was, through

principles of agency, the use of the mark by the

opposer, the latter standing in the position of

principal and the former in the position of agent

;

and so it can fairly be said that throughout tlu.^

period in question the opposer was indeed tising
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the nmrk and that it is the applicant who has in

fact never used it in its own right, ... In my
opinion the right of tiie opposer to prevent regis-

tration is too clear to partake of any doubt.''

(Italics supplied.)

20. ''It is true, as contended by aippellee, that a

naked license to use a trade mark is of no more

validity than a naked assignment thereof. Lea v.

New Home Sewing Machine Co,, 139 F. 732 (C.C.

N.Y.). But a trade name, like a trade mark, may
be assigned, licensed, or lent, as long as it remains

associated with the same product or business with

which it has become associated in the public mind.

An owner of a trade name who lends the use of

such a trade name, may resmne its exclusive use

according to the terms of the lending. Cardinal v.

Taylor, 302 Mass. 220, 19 N. E. 2d 58.'' (Italics

supplied.)




